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By EDWARD J. CHAMBERS
A ssociate D irector, B u reau  of B usiness and  Econom ic R esearch
The Nation
Nineteen fifty-seven was a year of high 
level business activity. Broad indicators of 
business activity such as Gross National Pro 
duct, industrial production, personal income, 
employment and retail sales all either reached 
record levels or performed very well when 
judged by past standards. Corporate profits 
were satisfactorily sustained and the indexes 
of wholesale and consumer prices continued 
to edge upward. For the first ten months of 
the year the money market was extremely 
tight under the heavy demand for funds from 
corporations and all levels of government, 
in the face of a supply that was kept well 
under restraint by Federal Reserve monetary 
policy.
In spite of the impressive showing of the 
year as a whole, it was one in which a down 
turn in business activity commenced. The 
latter months of the year saw declines in vir 
tually all broad indicators of economic 
change. With the slackened pace of general 
business came an easing in the money mar 
ket. The Federal Reserve rediscount rate 
which for three months had been at 3% per 
cent was lowered -again to 3 per cent in mid- 
November. Commercial bank loans to busi 
ness declined as inventories were liquidated 
and some current business loans funded. U.S. 
Government bond prices experienced one of 
the sharpest increases on record in the last 
six weeks of the year, advances which for 
many issues wiped out the declines registered 
in the preceding ten months.
By year end it was apparent to all observ 
ers that a recession in business activity was 
underway. Some commentators have drawn 
comparisons with the 1948-49 and 1953-54 de 
clines. However, comparisons of this kind 
are sometimes dangerous because no two re 
cessions ever run an exactly comparable
course. One uncertainty at the present time, 
for example, is the consumer; in both pre 
vious periods he provided an important pillar 
of support to business activity. Perhaps in 
those years there was a certain catching up 
with -a backlog in needs which now may no 
longer be a characteristic condition. Further, 
in 1957-58 no very sharp decline owing to in 
ventory liquidation seems indicated, but in 
1953, particularly in the third quarter, there 
was very considerable pressure to liquidate 
stocks.
In 1953-54, also, much of the recessionary 
impact came from a cutback in defense spend 
ing. From the second quarter of 1953 to the 
second quarter of 1954 the decline in the 
annual rate of defense outlays amounted to 
$10 billion, but much of the effect was miti 
gated by a shift in purchasing power to the 
consumer and to business through tax reduc 
tions. The decline in personal income pay 
ments at that time was almost totally offset 
by reduced personal taxes, and the fall in 
corporate profits was nearly matched by re 
duced corporate tax payments owing to the 
expiration of the excess profits tax. Tax re 
duction in 1958 must be regarded only as a 
possibility rather than as a probability.
Still another difference is the fact that at 
the 1953 peak business capacity was fully em 
ployed, while at the end of 1957 it was clearly 
underutilized. Since mid-1956 mining and 
manufacturing firms have spent $25 billion 
for new plant and equipment while the level 
of industrial production at year’s end was no 
greater than in mid-1955. The overcapacity 
now present will be reflected in a curtailed 
rate of spending for plant and equipment 
throughout 1958. In past periods a prolonged 
•and sizeable decline in this segment of the 
economy has frequently spiralled into a gen-
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eral decline in employment, production and 
income. The avoidance of just such a de 
velopment is one of the main problems posed 
by the present adjustment in business.
The National Picture In 1958
The level of economic activity to be at 
tained in 1958 will depend upon spending by 
consumers, business firms and the govern 
ment. Let us look at the prospects for spend 
ing in each of these segments of our economy.
Consumer Expenditure: In 1957 consumer 
expenditure on goods and services totalled 
$281 billion, an increase of 5 per cent over 
1956. This growth was accounted for largely 
by an increased volume of purchases of non 
durables and services and by the higher price 
factor. Spending on durables moved down 
ward from the first quarter high, but for the 
year was about $1 billion above 1956.
In recent years changes in consumer spend 
ing on durables have depended upon the new 
car market with the buying of other durable 
items showing relatively little year to year 
fluctuation. Autos account for approxi 
mately two-fifths of spending in this area. 
There are some conditions which would make 
for higher auto purchases in 1958; among 
these are the fact that one million more in 
stallment contracts will expire in 1958 than 
did last year; that normal growth in num 
ber of households requires about a 1.5 per 
cent average annual rise in car sales; and 
that the major producer of autos has intro 
duced a completely changed model. On the 
other hand, a very large proportion of the 
cars on the road—in numbers between 32 and 
33 million—are in the 1 to 6 year age group, 
which would indicate that the need to pur 
chase new autos is far from urgent.
Under the circumstances the new car mar 
ket in 1958 is likely to be heavily dependent 
upon the confidence which consumers have in 
the business outlook and upon their incomes 
after taxes. If the moderate declines antici 
pated in business capital spending do not 
spiral into a general decline in income, pro 
duction and spending then consumer confi 
dence should not be adversely affected. A 
tax cut at the present time is unlikely, and 
during the first part of the year at least in 
come after taxes will decline. The best cur 
rent estimate is for new car sales of about 
5.6 million units, and for spending on durables 
to be down slightly from its 1957 level of ' 
$35 billion.
Spending on nondurables and services is 
dependent primarily on whether personal 
income after taxes holds up to approximately 
1957 levels; if this is so then a modest gain 
can be expected. Under this circumstance, 
spending on nondurables should be up about 
2 per cent, which implies a volume of retail 
sales slightly above the level of 1957. The 
growth trend in outlays for services has been 
extremely strong, and is likely to carry the 
dollar volume up by about 4 per cent in 1958.
In sum, these conditions point to total 
spending by consumers of about $290 billion 
in 1958.
Business Spending on New Plant and 
Equipment: In 1957 business spending on
plant and equipment rose to $37 billion, an 
increase of about 5^2 per cent over 1956 and 
29 per cent over 1955. The gain in 1957 was 
accounted for by increases in the manufactur 
ing, transportation (especially rail), and pub 
lic utility industries. The peak rate of spend 
ing was in the third quarter when a season 
ally adjusted annual rate of $37.75 billion was 
reached. The McGraw-Hill survey of capi 
tal spending intentions for 1958 indicates that 
in the aggregate there will be a decline of 6 
per cent in dollar outlay. The decline in 
physical volume will be greater. Manufac 
turing corporations have indicated they will 
spend 16 per cent less and the declines in 
mining, railroads, and commercial building 
will be 18, 27, and 1 per cent respectively.
On the other hand, the survey results show 
that in petroleum and other transportation 
and communication there will be an annual 
gain of 1 per cent, and of 3 per cent in public 
utilities.
In general the industries which will reduce 
their 1958 spending the furthest are those 
turning out basic materials including the
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iron and steel, nonferrous metal, and metal 
working groups. Many of the 1958 reduc 
tions were anticipated long ago, and so far 
there is little evidence in the survey of capital 
appropriations made by the National Indus 
trial Conference Board that the rate of can 
cellations in appropriations has risen. Present 
signs are that the decline in capital spending 
will be an orderly one. However, it is also 
clear from the course of corporate appropri 
ations and from past business cycle experi 
ence that once retrenchment in business out 
lays for new plant and equipment sets in it 
is not a trend which quickly reverses itself. 
The downturn in this segment is one which is 
certain to continue well into 1959. By the 
end of 1958 we can expect that business capi 
tal will be at an annual rate of approximately 
$5 billion under the levels of the last quarter 
of 1957.
Business Inventories: Current estimates
indicate that there was virtually no increase 
in the stock of nonfarm inventories in 1957. 
This contrasts with a rise in stocks of $5 bil 
lion in 1956. On a book value (replacement 
cost) basis nonfarm inventories rose $7.5 bil 
lion in 1956, three-fifths of which represented 
higher prices; in 1957 the rise was about $1.5 
billion of which $.8 billion represented higher 
prices.
In 1957 the shift to cautious inventory 
policy has been most evident in the machin 
ery, fabricated metal, and transportation 
equipment industries where demand has 
dropped, or levelled out. This caution has 
extended also to trade, for the book value of 
wholesale and retail trade inventories has 
shown virtually no change during the year, 
indicating that physical stocks have been re 
duced. The only exception has been auto 
dealers and wholesalers of certain durables. 
Inventory accumulation has been slight and 
confined to manufacturing though much of 
the modest growth has been in finished goods. 
Strong efforts have been made to liquidate 
raw material stocks and reduce goods in pro 
cess. The growth in finished goods stocks in 
the context of a decline in manufacturing
activities is suggestive of involuntary ac 
cumulation.
Efforts to further liquidate stocks will 
continue in the face of the business down 
turn. The degree to which efforts at liquida 
tion are successful will determine whether 
business is building a base from which an 
early recovery could proceed. Failure of in 
ventories to adjust rapidly would mean that 
consumption was continuing to fall almost 
as rapidly as production, and a search beyond 
inventory itself would be necessary to find 
support for a reversal this year of the down 
trend.
Construction: Total construction, both pub 
lic and private, reached $47.3 billion, a gain of 
2% per cent over 1956. The bulk of this in 
crease represented gains in nonresidential 
and public construction which more than off 
set less active residential building.
The picture for 1958 by major component 
appears as follows:
Residential: there is almost certain to be 
an improvement in the number of housing 
starts in 1958 to somewhat more than 1 mil 
lion units. Action has been taken to step up 
the demand for housing through liberaliza 
tion of the FHA procedures, including per 
mission to add closing costs into the mort 
gage, and a rise in the permissible maximum 
ratio of monthly amortization payments to 
after tax income. On the side of the supply 
of funds, more money will become available 
for government guaranteed mortgages as 
yields on alternative investments continue 
the declines now in progress. However, in 
creasing building costs remain a serious road 
block in the way of a substantial increase in 
residential construction. In 1957 cost in 
creases ranged from 2 to 6 per cent and a 
further rise is in prospect this year. Higher 
building costs have had the effect of pricing 
many people of moderate income out of the 
market for homes. Expenditure per new 
house is likely to be somewhat lower in 1958 
as builders strive to tap this market. Repair 
and modernization spending will continue the 
increase that has been characteristic of re 
cent years.
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Commercial and Industrial: declines in
this category are presaged by the lower capi 
tal spending anticipations of business. Com 
mercial construction will be slightly weaker 
than in 1957 and industrial is destined to fall 
by as much as 10 per cent.
Public Construction: a rise in both value 
and physical volume is certain in 1958. Since 
public construction accounts for only about 
30 per cent of the total, performance in this 
area is not controlling on the over-all perfor 
mance of the industry. Eduoational and 
institutional building can be expected to in 
crease by at least 5 per cent, and highway 
outlays which are currently running at a sea 
sonally adjusted -annual rate of just over $5 
billion may be expected to increase by a 
further 10 per cent.
Putting these estimates together it appears 
that the dollar value of construction will be 
a bit higher but the physical volume just a 
bit lower than in 1957.
Government Expenditure: Government
purchases of goods and services in 1957 
amounted to about $86.5 billion, an increase 
of almost 8 per cent over the previous year. 
About two-thirds of the growth was attribu 
table to a rise in Federal spending, mostly 
for national security. During the year de 
fense outlays reached a peak rate during 
the second quarter; in the latter half cut 
backs and stretchouts in payments under the 
1958 budget commenced. However, our 
entry into the satellite age has brought re 
quests and approvals of supplemental ap 
propriations through the balance of this fis 
cal year. The first half of calendar 1958 will 
will show a gradual increase in national se 
curity outlays, but it will be in the latter half 
(the first half of fiscal 1959) that expendi 
tures will rise more sharply -as progress pay 
ments are made on the much higher volume 
of missile contracts now being let.
State and local expenditures during 1958 
will probably increase by $2.5 - 3.0 billion, 
an increase slightly larger than average as 
the highway program gains speed and ad 
vantage is taken of the more favorable fin 
ancing terms likely to be available to bor 
rowers.
This picture suggests that total government 
purchases of goods and services will rise to 
an annual rate of well over $90 billion by 
the end of 1958.
The outlook for total spending points to a 
level of Gross National Product which will 
decline through the first half of 1958, but one 
which will have stabilized and turned the 
corner by the end of the year.
Prices and Interest Rates
Premised on the above assessment of busi 
ness activity it can be expected that the con 
sumer price index will remain rather stable 
through 1958 in comparison with the past two 
years. The prices of some goods will decline, 
while those of services are likely to continue 
to exert an upward pressure. The whole 
sale price index may be expected to decline 
by about 2 per cent. The pattern set by 
wage settlements reached in 1956 and 1957 
is certain to lead to further wage increases in 
those contracts up for renegotiation this year. 
The adjustments which business firms will 
have to make to accommodate these increases 
in a year of receding business activity are 
likely to take the form of both a squeeze on 
profits, and unemployment either in the form 
of reduced hours or layoffs. Wage develop 
ments in 1958 will contribute to a drop in pro 
fits of some magnitude.
With respect to interest rates the problem is 
not whether they will decline, but rather how 
tar the decline will go. On the side of the 
demand for funds, business needs will be con 
siderably less with prospective inventory 
liquidation, and a reduced demand for long 
term funds arising from the slackened pace 
of plant and equipment expansion. Some 
additional funds will be absorbed into the 
financing of new homes. Borrowing by state 
and local governments will certainly be large, 
but probably will not differ significantly 
from 1957 levels. However, the proposed 
Federal budget for fiscal 1959 will add ma 
terially to credit demands. On the supply
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side, there is not likely to be any material 
change in the funds available from institu 
tional sources such as life insurance com 
panies, pension funds, savings and loan as 
sociations, and mutual savings banks. Any 
difference on the side of credit supply will 
come from the commercial banks, and this 
will be dependent upon Federal Reserve 
credit policy. Present signs point to further 
lowering of the rediscount rate -and easing of 
member bank reserve positions. The re 
sults of this easing are likely to be most evi 
dent in the U.S. Government security mar 
kets as banks rebuild their portfolios, rather 
than in an increase in loans.
On this basis it may be expected that in 
terest rates in 1958 will display the move 
ments that have characterized every earlier 
period of monetary ease, the most recent of 
which was from mid-1953 through late 1954.
In Montana
Business activity in Montana remained at 
high levels in 1957. The experience of the 
past year will bear comparison with that of 
•any preceding period in terms of the perfor 
mance of the entire economy of the state.
For farmer and rancher this past year was 
a substantial improvement over 1956. Crop 
yields were up and livestock prices at year’s 
end were 20 per cent above the comparable 
months of last year. Cash receipts from 
farm marketings in the first nine months of 
1957 were 5 per cent above the first nine 
months of 1956. Crude oil production dis 
played a steady increase throughout the year 
and in total was about 23 per cent above 1956. 
Indeed, if one looks -at average experience for 
the year virtually all broad statewide indi 
cators such as nonagricultural employment, 
carloadings, bank debits, electric power con 
sumption and department store sales gave a 
good account of themselves.
However, just as 1957 marked a year of 
transition in the national economy so was it 
also in that of the state. After operating on a 
high plateau in the first half of the year de 
clines in most aggregate indicators were very
evident in the second half. From June through 
the most recent available month seasonally 
adjusted total nonagricultural employment 
fell 3 V2 per cent, freight carloadings 20 per 
cent, electric power consumption 22 per cent, 
and department store sales 6 per cent. On 
the other hand, bank debits were up ZVz per 
cent. Agriculture has, of course, run counter 
to the general trend, but since it accounts 
for less than one-fifth of personal income 
payments, changes in this sector have insuf 
ficient weight to set the picture for the state 
as a whole.
In the nonagricultural segment, mining, 
smelting and lumber and forest products 
have been most subject to adjustment. How 
ever, developments in the two industries 
have not been strictly comparable in timing; 
the bulk of the downward adjustment in 
lumber and forest products occurred late in 
1956 and early in 1957. Further declines are 
unlikely. On the other hand in mining and 
smelting the curtailment in output and re 
ductions in the labor force were concentra 
ted in the last seven months of 1957. Natur 
ally those communities whose economies are 
based to a measurable extent upon these in 
dustries have borne the brunt of the adjust 
ment.
The State Picture In 1958
The course of Montana business in 1958 is 
dependent upon what develops in several 
major income producing segments.
The agricultural situation remains favor 
able given the levels of personal income pro 
jected in the national outlook. Livestock 
prices should continue their recent upward 
trend in 1958 reflecting the strong demand 
for feeder cattle and the tendency to rebuild 
cattle numbers in areas of the nation where 
drought has been a problem. Grain prices 
will probably weaken slightly but the out 
look (always subject to the weather) is very 
promising. The truth is that agriculture is 
one of the bright spots on Montana’s hori 
zon for 1958.
With regard to construction in 1958, it may 
be expected that increased public outlays,
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particularly for highways, will take up some 
of the slack developing in nonresidential and 
heavy engineering works. Residential con 
struction may show some improvement over 
the levels of 1957.
The situation in the state’s two problem 
areas should be ameliorated in 1958. More 
homes will be started and this will result in 
some improvement in the forest products in 
dustry where the bottom appears already to 
have been reached. There will not be a spec 
tacular revival in activity but it does seem 
reasonable to hope for gradual betterment.
In the primary metals the adjustment does 
not yet appear complete. Mention was made 
in the national outlook of the fact that in 
ventories in the aggregate are not so burden 
some as to be an autonomous factor in the 
current situation. However, stocks of pri 
mary metals have been an exception; only
within the last three months have stocks 
ceased climbing as efforts to bring produc 
tion into better balance with demand finally 
took effect. If these efforts continue to be 
successful inventory positions should be 
healthier at mid-year, and a latter half stab 
ilization and improvement in general business 
activity, accompanied by some assurance of 
greater price stability in the metals market, 
would have the effect of improving the local 
mining and smelting situation materially.
There is no doubt that 1958 is going to be 
an extremely competitive year for all Mon 
tana businessmen. Buyers are going to be 
increasingly selective and price resistant. 
This circumstance, however, should give 
business an occasion to trim the excesses and 
thereby gain position from which it can 
more effectively capitalize on the opportuni 





Unadj. Adj. Unadj. Adj.
Nov. ....... 222.4 194.4 158.2 155.1
Dec. ... 
1957
-  204.7 195.5 160.4 151.8
Jan. -- 189.8 192.3 150.2 153.6
Feb. -  177.9 195.5 149.3 161.8
March .. 178.6 200.6 159.3 156.4
April 193.4 203.1 166.8 169.0
May ... 190.0 203.2 138.1 150.1
June -  189.8 200.5 171.5 159.2
July  ...-  198.6 203.3 155.2 156.6
Aug. ...-  200.0 198.0 139.0 138.3
Sept. .... 222.9 210.7 154.7 159.3
Oct. -  232.4 203.0 143.5 134.5
N ov.__ -  221.0 193.7 137.0 134.7
Dec. ....... 217.5 207.3 149.0 141.8
Glendive Great Falls Kalispell
Unadj. Adj. Unadj. Adj. Unadj. Adj.
232.9 188.4 159.3 153.7 187.8 175.5
211.4 186.9 153.4 157.3 197.9 193.6
178.1 181.0 173.6 163.4 168.6 174.6
176.5 200.8 156.0 167.6 156.6 177.9
178.5 193.2 150.3 164.9 149.8 173.2
197.7 206.2 159.2 165.3 152.5 170.6
185.3 208.2 139.1 156.3 165.5 168.0
202.9 215.7 155.0 161.0 180.8 176.2
188.5 207.8 153.1 155.1 187.9 167.2
188.1 196.1 160.4 163.0 190.5 187.5
201.3 197.6 179.4 159.9 198.0 177.5
230.4 197.4 169.1 142.9 178.4 170.2
265.0 213.7 150.0 145.2 178.7 168.1
232.6 206.2 155.4 160.0 188.8 184.0
Malta Miles City Missoula
Unadj. Adj. Unadj. Adj. Unadj. Adj.
167.6 128.7 145.0 114.0 193.2 185.1
155.2 130.0 133.6 117.2 190.2 186.6
•
128.7 128.1 118.5 122.2 168.0 172.0
106.5 130.4 105.8 126.1 166.5 181.4
108.5 130.0 104.2 121.6 163.0 180.6
131.8 137.2 110.4 126.3 173.6 176.8
120.3 132.4 104.0 125.6 173.0 180.8
125.3 131.8 106.2 119.5 185.0 178.6
118.5 136.1 111.4 121.2 186.6 181.0
115.1 128.4 121.0 125.6 187.9 186.7
158.5 156.7 155.4 145.2 216.6 207.1
147.9 116.4 162.0 115.8 210.0 195.0
173.7 134.2 187.7 150.2 197.7 189.5
171.7 144.6 158.8 139.7 233.3 228.5
Adj.—A djusted for seasonal variation  
’Computed from reports of Federal Reserve Bank of M inneapolis. D aily average.
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Dynamics of Economic Development
By JOHN D. ABRAHAMSON
A ssistant Chief, State and Community Assistance Division 
Office of Area Development, U. S. D epartm ent of Commerce, W ashington, D. C.
Not long ago while reading a recent issue 
of the Engineering News Record, I noted 
in a message prepared by the McGraw-Hill 
Publishing Company the statement that as a 
result of the dramatic increase in industry’s 
research expenditures, more new products 
will be introduced in the years 1957 to 1960 
than in any previous four-year period in his 
tory. Pursuing this dramatic thought fur 
ther, I came to the realization that we are 
today in the midst of an industrial revolution 
unparalleled in history -and perhaps equally 
if not more beneficial to humanity than the 
industrial revolution created by James Watt’s 
invention of the steam engine.
What facts substantiate this observation? 
Need I say more than mention atomic en 
ergy, radar, transistors, synthetics—includ 
ing plastics, rubber and fibers, antibiotics, 
rocket power and pioneering ventures into 
interplanetary space?
There are other facts, but note this, these 
facts also are significant because they point 
the way to new areas of industrial opportun 
ity for Montana.
Before the war there had been very little 
organized research and development of new 
materials, products and processes. In 1941 
we were spending in total less than 1 billion 
dollars for research and most of this expendi 
ture was being made by the Federal Gov 
ernment and by colleges and universities. 
Very little was spent by industry. By 1955, 
however, industry alone spent 4.7 billion dol 
lars and last year, it is estimated, industry 
increased its expenditures for research to 7.5 
billion dollars.
Expenditures by the Federal Government 
for scientific research and development 
should not be overlooked. While a sizeable
portion of the Federal expenditure is for 
military purposes, large numbers of new 
products from this expenditure filter into 
production for the civilian market. The in 
crease in expenditure by the Federal Gov 
ernment for research from the prewar years 
to the postwar years is equally dramatic as 
that of private industry. It is estimated that 
the total expenditure by the Federal Gov 
ernment for scientific research and develop 
ment in the prewar fiscal year 1941 was 198 
million dollars as compared to an actual ex 
penditure of 2.3 billion dollars in the postwar 
fiscal year 1955 and an estimated expenditure 
of about 3 billion dollars in fiscal year 1957.
The research laboratory is fast becoming 
an addition to our industrial landscape, offer 
ing highly desirable types of employment 
opportunities, but beyond this there are a 
growing number of new industries made pos 
sible by new research discoveries. McGraw- 
Hill reports from an industry-wide survey 
made last year that by 1960, two years away, 
10 percent of all sales will be in new pro 
ducts, products not being manufactured to 
day! This figure might even be higher, they 
report, but is held down by the relatively low 
estimates for metals and other basic mater 
ials, so that a typical figure for finished goods 
producers would be substantially higher.
The chemical industry expects that 16 per 
cent of all sales in 1960 will be for products 
not being manufactured today.
The machinery and electrical machinery 
industries expect 20 percent of 1960 sales to 
be in products not being made today.
All of you are aware of the impending shift 
to jet propelled planes in the aircraft indus 
try. It is expected that 40 percent of 1960 
sales in the aircraft industry will be in new
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products. However, with Sputnik in outer 
space and rocket propulsion here, the 40 per 
cent figure may be far too low.
The best information available concerning 
future population and industrial growth indi 
cates that many more jobs will be provided by 
new and expanded manufacturing facilities 
in the years ahead.
Location of the new industries has not be 
come fixed; no particular regional concen 
trations are yet apparent. Electronic plants, 
as an illustration, are popping-up in all parts 
of the country. Within the past six months 
I visited electronics plants in such far-flung 
places as Maryland, New Mexico and Ore 
gon. Industries are finding it to their ad 
vantage to be located away from heavily 
populated areas to obtain space—space for 
expansion, space for pleasant surroundings, 
and space for employee recreation. Indus 
tries also are dispersing facilities away from 
large industrial target areas to obtain greater 
security against possible future attack. There 
are in these new fields of industry and in the 
dispersal trend of industry, additional future 
opportunities for industrial development in 
Montana.
Other opportunities lie in rapidly develop 
ing new markets. In many commodities 
Montanans now find a second market, that of 
the West Coast to supplement the Eastern 
market. The possibilities for establishing 
industries to supply the western markets 
should be thoroughly explored. It is becom 
ing increasingly more significant. California 
is expected to be the most populous state in 
the union by 1965.
People have come to realize that the future 
growth of communities and areas depends to 
a large extent on what its citizens do about 
it. As a consequence, some 2,500 community 
industrial development corporations and 
foundations have been established and are in 
existence; the majority of which have been 
established since the end of World War II.
All forty-eight states have development 
organizations of one sort or another. How 
ever, the largest concentration of develop 
ment corporations is in the South. These
southern organizations working with their 
respective state planning and development 
agencies have conducted forceful and effec 
tive development programs as attested by 
the increased industrialization in the South. 
Perhaps the most aggressive efforts have 
been made in New England states where so 
many communities experienced economic 
distress or even faced extinction because of 
technological changes and migration of the 
textile industry, and in Pennsylvania where 
the bottom dropped out of the anthracite coal 
industry. Throughout other parts of the 
nation, state and community programs are 
active. The states in the Northwest appear to 
be laggard and, with the exception of a few 
communities, are only now awakening to the 
need for concerted action to strengthen and 
diversify the community economic and in 
dustrial base.
Of possible interest to you people of Mon 
tana are development organizations which 
cover larger areas and include a number of 
tax supported entities, counties and munici 
palities. Such area-wide industrial develop 
ment organizations have been established 
rather widely in all parts of the United States. 
Functionally, they are designed to attain the 
same ultimate aim as individual community 
groups. The kinds of areas in which such 
groups have been formed exhibit few limits 
and it is hard to summarize their character 
istics, except that they all appear to have 
some common economic or growth problem 
and there is some ground in the mind of local 
residents for looking upon the area as a unit. 
Some of these organizations are the North 
west North Carolina Development Associ 
ation covering eleven counties; the Southern 
Illinois Incorporated serving thirty odd com 
munities that could not possibly obtain de 
velopment services singly except at inordin 
ately high aggregate cost; and the North 
Mississippi Industrial Development Associ 
ation which in five years of operation brought 
about the establishment of 58 new industrial 
plants in its territory.
The establishment of an organization, in 
itself, is not enough. That is the point at 
which the real effort must begin. In work-
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ing with community groups in all parts of 
the country, we have found three questions 
paramount in the minds of development 
leaders.
The first of these is, where do we find 
industrial prospects and industrial develop 
ment opportunities? The Office of Area De 
velopment has a publication entitled How to 
Locate Industrial Prospects For Your Com 
munity, available from the Department 
of Commerce Field Office in Minneapolis, 
which discusses this subject comprehensively. 
My purpose here is to touch on experiences 
involved with this question. Prospects will 
be found all around you. The first place to 
look, and the place too frequently overlooked 
by development groups, is at home. Too fre 
quently, communities which have lost large 
employers, such as a textile mill or coal mine, 
in their first efforts seek to obtain firms 
which offer equal or greater employment and 
look with disdain upon those offering em 
ployment to only a few persons.
Look around you. There might be a pos 
sibility to start a small industry right at home 
from someone’s idea, from some specialized 
skills obtainable in your community or from 
some product now produced as a hobby or 
employing only one or two people. Don’t 
overlook small opportunities. The town of 
Sanford, Maine lost its one industry, the 
Goodall-Sanford Company employing 3,500 
people. The town refused to die. Its leaders 
overlooked no opportunities. The town now 
has 16 small industries, a greater assurance 
of future economic stability and a greater 
feeling of security in its future.
If the local development organization has 
worked closely and helpfully with industries 
already in the community, it will find those 
industries helpful. They may know of leads 
or they might be in a position to expand and 
offer added employment opportunities 
through some local assistance. In Middles- 
borough, Kentucky last summer I learned 
of a local manufacturer who located a pros 
pect, flew him in to study the community at 
no cost to the local development committee. 
He did this to demonstrate his appreciation 
for the committee’s assistance and continuing
interest in his firm’s welfare. Several weeks 
ago in McMinnville, Oregon I was told about 
a local manufacturer who not only bought 
$10,000 worth of stock in the local develop 
ment organization but gave the organization 
$1,000. The firm, a national organization, 
had needed and had received a financial lift 
several years back at the time it established 
its plant there.
The state development agencies in Ken 
tucky and North Carolina have something 
novel in the way of developing new indus 
trial development opportunities. Kentucky 
has an atomic energy specialist who advises 
existing and prospective new industries on 
the use of atomic materials in industry. North 
Carolina has a small industries program. 
This program is based on encouraging growth 
from within, using local capital for a small 
industry serving a local, statewide market or 
using local resources. When a community 
development committee contacts the state 
agency a list of 137 products is examined to 
select one suitable for the development com 
mittee to work with. This list was developed 
from a survey of the 1,000 largest firms in the 
state, conducted to learn the names of pro 
ducts shipped from elsewhere but which 
could be manufactured in North Carolina.
After the item has been selected the small 
industries section of the state development 
agency assists with a more detailed market 
survey in which all potential buyers in the 
state are contacted. If the market looks 
promising, the next step is to make certain 
that all production materials and supplies are 
available at competitive prices. Most of the 
small industries job is normally done by the 
community itself with guidance from the 
state agency.
Management is a big item to the success of 
a new enterprise. Here the small industries 
section assists in finding men qualified to 
operate the plant. Ordinarily the people 
they locate are young men near the top of the 
management ladder, such as assistant plant 
managers, either from within the state or 
from some other area. These men are usually 
interested in an opportunity to operate a 
plant on their own, on some incentive basis.
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A second question we have been frequently 
asked is what -are the principal causes for the 
lack of success in industrial development. 
From observation of some 50 communities in 
15 states, two reasons stand out as the most 
frequent causes for failure in the industrial 
development effort. One is the community 
—its appearance, the quality of its facilities, 
institutions -and services; the other is com 
munity attitude. As representation of what 
industry looks for, I quote from a statement 
made by Don G. Mitchell, President of Syl- 
vania Electric Products, Inc., wherein he 
enumerates some of the things his company 
looks for in locating a new plant:
“Is the town a good place in which to bring 
up a family? That’s the really important 
social question. When employees feel that 
the children have a healthy place in which 
to grow up—good schools, plenty of oppor 
tunity for the right kind of play, safe streets, 
good health record, right outlook on life— 
they feel little inclination to move on. They 
themselves become better and more steady 
at their jobs.”
The appearance of a town and the quality 
of its facilities and institutions are its best 
advertisements.
It is self-evident that if the people of a 
community are divided and many have an 
unfavorable attitude toward new business 
-and industry nothing can come of a program 
to develop new business and industry. This 
is one business in which everyone must pull 
together.
The third question we have found to be 
paramount in the minds of development 
leaders throughout the country is—where 
can we get some money? If your community 
is weighing the advisability of starting a 
development program do not permit the fear 
of inadequate financing to serve as a psycho 
logical barrier to action or as a justification 
for lack of action. Numerous communities 
have found to their amazement that once
they established their program on a sound 
organizational footing and thus got the ball 
rolling funds were more easily obtained than 
had been expected. Hazelton, Pennsylvania 
has obtained annual operating funds for its 
industrial development program from collec 
tions made by placing lunch pails at down 
town street corners.
Two types of funds are generally needed. 
Funds for operating the development pro 
gram and capital to purchase industrial sites 
or to construct an industrial building. What 
ever your needs, when you set out for funds 
don’t set your goals too low.
If availability of venture capital becomes 
tight, a source of such capital might be cre 
ated through establishment of -a development 
credit corporation patterned after those in 
New England. These are privately owned 
and operated, established to make risk capital 
available through pooling, thus reducing pos 
sible loss to individual contributors. Funds 
are made available to the corporation by 
banks, insurance firms, brokerage houses, 
savings and loan firms, other lending institu 
tions and by private individuals. In antici 
pation of future need for risk capital for de 
velopment purposes, enabling legislation for 
the creation of such a credit corporation 
might be submitted for consideration of your 
legislature.
In closing, I want to stress that the oppor 
tunities and challenges of a new era, the 
threshold of which we are just crossing, lie 
before you in Montana. You may have the 
good fortune to coast freely on the trend of 
passing events and thus attain the desirable 
features of what we have discussed here 
today. Chances are, however, that they will 
come only because you have willed them that 
way and like hundreds of other communities 
throughout the country obtained them only 
through hard work and perseverance. Now 
is the time to get going, to demonstrate that 
you also have the will to succeed.
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Montana in Transition—The Need for Development
By GORDON BROWDER 
C hairm an, D epartm ent of Sociology, Anthropology and Social W elfare
Some thirty years or so ago an interesting 
form of self-treatment became something of 
a fad in this country. Known as Coueism, 
after its founder, it was based on the as 
sumption that many of the troubles and ills 
which beset mankind will go away if we 
will just assure ourselves that everything is 
really all right. The magic words went some 
thing like this: “Every day in every way I’m 
getting better and better,” or “everything is 
getting better and better,” as the case might 
be. Whatever the therapeutic benefits of 
such unquestioning optimism might be for 
the individual, most of us, I am sure, would 
agree that it is an insubstantial basis for re 
solving the economic and social problems 
growing out of recent change. Yet it seems 
to me that a good deal of such blind faith 
in the ultimate “all rightness” of things has 
in the past marked our attitudes toward com 
munity development. I do not think we 
should fear or shy away from the word plan 
ning; to a large degree, all orderly and ef 
fective development must be planned, else 
we trust to chance to bring us the “good for 
tune to coast freely on the trend of passing 
events” which Mr. Abrahamson has rightly 
viewed with skepticism.
My role here this afternoon is, I take it, 
to review some of the major changes now 
going on in Montana which have significance 
for community development. While it would 
be impossible to note all the changes affect 
ing the state in the time before me, it might 
be helpful to examine some of the major ones 
which must be taken into account. In par 
ticular, I should like to touch on three things: 
Montana’s population, her basic economic 
structure, and the growth patterns of the 
state’s communities. These are, of course, 
closely interrelated.
Looking first at Montana’s changing popu 
lation, it is clear that the growth pattern 
of the state has been erratic. Prior to 1920, 
growth was extremely rapid; the number of 
people in the state almost doubled between 
1900 and 1920. In the twenties the trend was 
reversed, and there was a net loss of popula 
tion between 1920 and 1930. Since 1930, the 
state has gained population, but at a rate 
considerably below the national average. Re 
cent estimates made by the Bureau of the 
Census indicate that Montana’s population 
as of July 1, 1957 was about 666,000, an in 
crease of 75,000 persons since the 1950 census. 
The rate of increase since 1950 has been about 
13%, very close to the national rate 
for the same period. Montana’s rate of in 
crease is well below the rates for a number of 
states. Between 1950 and 1957, for example, 
California increased by an estimated 31%; 
Delaware, by 38%, Florida by 48%, Arizona 
by 51%, and Nevada by 67%. I do not mean 
to imply that increases of these magnitudes 
are necessarily desirable for Montana. They 
do indicate that recent increases in Mon 
tana’s population have not been dramatic.
Changes in total population are only part 
of the story. When the state’s population is 
broken down into the three major residential 
components of urban, rural-nonfarm, and 
rural-farm, some significant facts emerge. 
The urban portion of the population is grow 
ing rapidly; between 1930 and 1950, the rate 
of urban increase was almost 40%. The 
next largest increase during the same period 
was in the rural-nonfarm category, where 
the rate of increase was 29%. A considerable 
part of the rural-nonfarm increase is occur 
ring in suburban areas adjacent to the larger 
towns and cities, with implications for com 
munity planning and development which I 
shall mention later in this paper.
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While urban and rural-nonfarm popula 
tion has been registering these substantial 
increases, the rural-farm population has 
moved in the opposite direction. There were 
22% less people on Montana farms and 
ranches in 1950 than in 1940, and a third less 
in 1950 than in 1930. What amounts almost 
to rural-farm depopulation has been going on 
in recent years in some counties; not a single 
Montana county had as many rural-farm 
people in 1950 as in 1940. Although no recent 
estimates of rural-farm population on a 
county basis are available, there is no ap 
parent change in this movement of people 
away from farms and ranches.
One other aspect of recent population 
changes should be noted. In comparison 
with the nation and with the western region, 
Montana is failing to retain as large a pro 
portion of persons in the economically pro 
ductive age groups. Without imposing upon 
you detailed figures to bear this out, I should 
like to point out that the period since 1930 
has been characterized by growth in the pro 
portion of young people, those under 18 years 
of age; growth in the proportion of people 
aged 65 and over; and relative decline in the 
proportion of people aged 18 through 64. It 
is, of course, from this last group that the 
bulk of the labor force is drawn.
In summary, then, it can be said that Mon 
tana’s population is characterized by a mod 
est rate of increase, apparently greater since 
1950 than between 1920 and 1950; that the 
state’s people are being redistributed from 
rural-farm to urban and rural-nonfarm loca 
tions; and that the state is gaining larger 
proportions of young people and of old 
people. Why are these changes occurring?
The chief reasons seem to be economic. The 
movement of people away from rural areas 
can be explained, in part at least, by changes 
in agriculture. Larger agricultural units, 
increased mechanization of farming and the 
trend toward commercialization of farming 
and ranching have all contributed to the de 
cline of the rural-farm group. Undoubtedly 
other factors are important—dissatisfaction 
with farm life, the desire to be closer to
schools and to other institutions and services, 
and the desire for the greater convenience 
and comfort of town living might be men 
tioned. But whatever the reasons, it is ob 
vious that agriculture, as one of the main 
stays of Montana’s economy, is supporting a 
decreasing proportion of the state’s people. 
This is not peculiar to Montana; rural-farm 
population is declining nationwide.
More disturbing than the decline of the 
rural population is the failure of the state to 
hold its people or to provide sufficient jobs 
for those who remain. On the same day that 
I checked the most recent Census release, 
which revealed that the state had gained 
almost 13% in population since 1950, the 
January issue of Montana Labor Market 
reached my desk. It reported that there were 
more than 16,000 workers unemployed in the 
state at the beginning of the year, 3,800 more 
than a year ago. Under the heading, “Work 
ers Increase Faster Than Jobs,” the Employ 
ment Service had the following to say:
“Statistical records of Montana employ 
ment disclose an upward trend in number of 
jobs through the past decade, punctuated by 
a seasonal up and down movement occasioned 
by climatic conditions. At the same time it 
is apparent that the number of wage earners 
has been increasing during that same time 
at a pace more rapid than industry has been 
prepared to absorb them. Economic aspects 
of such a preponderance of workers over 
jobs support the conclusion that it will lead 
to migration of unemployed workers to other 
fields, since in most cases their satisfactory 
existence depends upon employment. If 
Montana jobs are not available, the workers 
in due time will be elsewhere than in Mon 
tana.”
The reasons for the inability of Montana 
industry to provide full employment oppor 
tunity for the increasing proportion of the 
population seeking industrial employment 
are to be found in the type of industry so far 
developed in the state. The extractive in 
dustries—lumbering, mining, petroleum—do 
not typically require large numbers of work 
ers in relation to capital investment and value
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•and volume of production. The so-called 
“mass employment” industries, generally 
manufacturing operations, have not located 
in this region to any considerable extent. Yet 
until industrial development involving the 
location of manufacturing industry is real 
ized, it is unlikely that the disparity between 
job demand and job opportunity will be 
eliminated. Certainly under present condi 
tions the state is not going to attract suffi 
cient migrants from other states to swell 
its population. Beween 1940 and 1950, Mon 
tana lost through net migration, giving up 
to other states between 30 and 40 thousand 
more persons than it gained. Under ordinary 
circumstances, only a massive expansion in 
economic opportunity for the individual job 
seeker can change this trend.
Because I am not an economist, I shall not 
presume to offer a detailed analysis of Mon 
tana’s economy, or to suggest ways in which 
the state’s industrial development should be 
planned. Most commonly, four factors are 
mentioned as major obstacles to the develop 
ment of mass-employment industry in Mon 
tana. These are isolation from markets, in 
adequacy of transportation facilities, espe 
cially for north-south movement of goods, an 
adverse freight rate structure, placing the 
state in an unfavorable position competitive 
ly, and the climate of the state. Whether or 
not these are valid reasons, they must be 
taken into account in any plan to further in 
dustrial development in the state, since they 
are widely held to be true.
Significant points in the relationship be 
tween economic and population factors are 
about as follows: First, agriculture has be 
come less important in supporting population. 
This means that the movement of people from 
farm to city is intensified. Second, industrial 
job opportunities are inadequate to absorb 
an increasing number of job seekers. This 
encourages out-migration to areas of greater 
opportunity. Third, problems of unemploy 
ment and reduced per capita and per family 
income, are created at the community level.
I wish to turn now to the final topic on 
which I propose to comment today — the
growth patterns of Montana communities as 
they have occurred under the influence of 
economic and population changes already dis 
cussed. Essentially, the need here is for rec 
ognition of the changing structure of the ur 
ban community, and for a willingness to de 
velop comprehensive plans which take these 
changes into account. As I have noted ear 
lier, a good deal of the cityward movement of 
population in the state is ending up in subur 
ban areas adjacent to the cities. This sub 
urban, and in some instances exurban, group 
is swelled by movement of people out from 
the cities. Thus the local community, especi 
ally the larger urban community, must con 
tend with an economic and sociological entity 
which spreads beyond the administrative 
limits of the city itself. New problems arise 
in connection with such a pattern of growth. 
In addition to the added pressure of popula 
tion for jobs, such issues as zoning of new 
suburban areas, extension of existing services 
to them, and political problems related to 
possible annexation of suburban areas to the 
city, emerge as trouble spots. Orderly and 
efficient community development, then, de 
mands sound and careful planning. This in 
volves much more than attention to indus 
trial and commercial growth. The develop 
ment of a master plan for the community 
should be one of the first steps, and the mas 
ter plan should embrace areas closely tied to 
the city although lying outside the corporate 
boundaries. Careful consideration of land 
use policies, zoning, schools, transportation 
facilities, sewage disposal, and other matters 
affecting the total community will result in 
effective development; the alternative is a 
hit-and-miss type of community growth like 
ly to produce problems faster than they can 
be solved. Some communities in Montana 
have already begun to work toward over-all 
master plans; later in this conference we will 
have the opportunity to hear how some of 
these communities are going about the task 
of city planning.
There are many other facets of Montana 
in transition that are important for develop-
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ment at the state and local level. Industrial 
development and community planning are 
certainly not the whole story. The provision 
and maintenance of our educational institu 
tions, of our highways, and of health and 
welfare services are matters that deserve the 
most thoughtful and conscientious attention 
that we can bring to them. They will un 
doubtedly receive the attention that they 
merit.
In dwelling on the particular phases of a 
changing Montana that I have emphasized, I 
have tried to outline those which to me seem 
most significant. That we need to think 
about development is demonstrated by this 
conference. I submit that effective develop 
ment can be brought about only against the 
backdrop of the major economic, population, 
and community changes that have occurred 
and are presently occurring in the state.
Planning for development needs to go for 
ward on two levels, the state and the local 
community. The two should work hand in 
hand. It seems to me that three considera 
tions must act as guides. First, there must 
be a realistic appraisal of resources and defi 
cits in the state and in the local community. 
Head-in-the-sand inactivity brings no new 
business and industry, and the Pollyanna at 
titude won’t create new jobs or entice our 
youth to remain in Montana. Second, there 
must be exploitation of all possibilities for 
healthy economic growth. Mr. Abrahamson 
has given some cues for this, and it will 
surely receive more attention in subsequent 
sessions of this conference. Third, there 
must be a willingness to think in terms of 
the total -community, and to work with plans 
governing the orderly growth of central cities 
and suburbs.
No one has all the answers to all the prob 
lems of economic and social development. 
But to the extent that we seek answers in 
terms of the realities of a changing world, 
we don’t have to depend on the magic formu 
la of Dr. Coue', and trust that day by day, in 
every way, things will just naturally get bet 
ter and better. I thank you.
Montana s Industrial Potential
By HENRY K. SHEARER 
D irector, B ureau of Business and Economic Research
Any substantive study of Montana’s indus 
trial potential requires thoroughgoing anal 
yses of her natural and human resources, 
markets for her products, transportation 
costs, etc. Since so comprehensive a study 
is not possible here because of time limita 
tions, I have selected for brief discussion only 
some of the more important factors affecting 
the state’s economic development.
To place these factors in perspective it 
seems wise to first make a broad survey of 
the present economy. This is advisable on 
another score: it is from today’s economy that 
tomorrow’s is launched. And the economy 
of the near future will not differ radically 
from that of the present.
Labor Force 
One way of ascertaining the character of 
an economy is to examine the nature of its 
labor force. Unfortunately, the last accurate 
count of Montana’s labor force was taken in 
1950 by the U. S. Bureau of the Census. How 
ever, for July, 1956 the Montana Unemploy 
ment Compensation Commission estimated 
its size and composition. According to that 
estimate the labor force (excluding those in 
the armed forces) amounted to 274,800 per 
sons (of whom about three-fourths would 
have been men, and one-fourth women). If 
we accept this figure as being reasonably ac 
curate, there has been since 1950 an increase 
in the size of the labor force of 19%, and in
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the proportion of the national labor force 
from 0.39% to 0.41%. It is noted, however, 
that based on population estimates by the 
Montana State Board of Health and U. S. 
Bureau of the Census the figure 274,800 seems 
somewhat high.
The composition of the labor force was 
estimated as shown in Table 1. Examination 
of the table discloses agriculture to be the 
largest single industry in employment, al 
though its importance has been declining for 
some years. Retail and wholesale trade, gov 
ernment, services, transportation and utili 
ties, and manufacturing are also of consider 
able importance. If it were possible to allo 
cate the nonagricultural proprietors and self- 
employed, the figures for some of these in 
dustries, especially trade, services and manu 
facturing, would be larger. Major differ 
ences between the state and the nation in 
the composition of labor force existed in 
manufacturing (8.1% for the state contrasted 
to 25.0% for the nation), mining (4.4% to 
1.2%), and agriculture (19.8% to 9.8%). The 
relative importance of the other industries 
was about the same.
One would suspect that this labor force, 
as it grows with increasing population, would 
be adequate, in quantity and quality, to ac 
commodate any modest expansion in econo 
mic activity in the near future. Further, if 
new industries were of the proper type, we 
could anticipate an additional increase in
Table 1
CIVILIAN LABOR FORCE, MONTANA, JULY 1956'
Number
It3m of Persons % of Total
Total labor force ................................... 274,800 100.0
Employed ..............................................  269,000 97.9
Nonagricultural ............................   214,600 78.1
Wage and salary w o r k e r s .........  175,700 63.9
Trade ________   43,400 15.8
G overnm ent ............................... 31,600 11.5
Services & m isc........................  23,200 8.4
Transportation & utilities .... 22,900 8.3
Manuf., lum ber & tim ber .... 8,700 3.2
Manuf., other than Ibr.
& tbr........   13,600 4.9
Contract con stru ction .............  14,500 5.3
M ining ________________   12,100 4.4
Finance, insurance and
real estate ... ......................... 5,700 2.1
Proprietors & self-em ployed  ... 38,900 14.2
Farm w age earners & se lf-
em ployed ........................................  54,400 19.8
Unem ployed ..........................................  5,800 2.1
'Source: U nem ploym ent Com pensation Commission of
Montana, Montana Labor Market, FI. 163, Septem ber, 1956.
the labor force, as some of the past out- 
migrants of employable age moved back into 
the state, and those who would otherwise 
have moved out of the state were retained. 
For we have reason to believe that many of 
these actual and prospective emigrants would 
be only too happy to live in the state if 
economic opportunity commensurate with 
their abilities presented itself.
The Basic Industries
Although employment data may indicate 
otherwise, many feel that Montana’s basic 
industries are agriculture, mining, forestry, 
manufacturing and tourism. Of course, the 
employment data are somewhat misleading 
since many people engaged in the other in 
dustries, e.g. retail and wholesale trade and 
transportation, are performing services an 
cillary to the basic industries. Moreover, 
the data are so assembled that it is not pos 
sible to get a true measure of the number of 
persons engaged in tourism. The belief is 
that these five industries hold the key to 
Montana’s economic future, in the sense that, 
if the amounts of goods and services produced 
by one or all of these industries increase, then 
there is automatically an increase in em 
ployment in the other industries and an up 
ward movement in the level of the economy. 
Since this seems a valid assumption, it is 
worthwhile to spend some time analyzing 
these industries.
First of all, what is the order and degree 
of their importance? Because this may vary 
as between criteria it is necessary for us to 
use several yardsticks. Those, in addition 
to employment, for which at least some data 
are available are value of production and in 
come. Using these criteria, a comparison 
of the basic industries is presented in the fol 
lowing tables (Numbers 2 and 3).
It is noted that certain statistical liberties 
have been taken in arriving at these figures. 
For example, value of lumber production in 
Table 2, and the allocation of income as be 
tween “lumber and wood products” and 
“other manufacturing” in Table 3, have been 
estimated. Also, in Table 2, there is double 
counting to a degree not determinable be-
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Table 2
VALUE OF PRODUCTION, SELECTED INDUSTRIES, 
MONTANA, 1954 & 1956 ($ m illions)'
Industry 1956 1954
Agriculture 418 402
M ining 214 126
Lumber NA 1172
M anufacturing NA 141s
(value added)
Tourist expenditures 91 87
Sources: U. S. Department of Agriculture, Agricultural 
Marketing Service, The Farm Income Situation; U. S. 
Bureau of the Census, Census of Agriculture, Census of 
Manufactures; Montana State Highway Commission, Ad 
vertising Department, The Montana Tourist Survey.
3Estimate
^41 m illion for “lumber and wood products” is included  
in the total of $141.
tween the value of lumber production and 
value added for manufacturing, since the 
figure $141 million includes $41 million for 
“lumber and wood products.” This is further 
complicated by the fact that the “value” and 
“value-added” data are not strictly compar 
able. On the other hand, since the figure for 
value of lumber does not include value of 
mine timbers, poles, pulpwood, Christmas 
trees, fuel, etc. it understates the value of 
forest products. It is also believed that the 
figure for lumber and wood production in 
come understates that for forest production. 
Finally, it is noted that data covering wages 
and salaries and proprietors’ income for tour 
ism are not available.
Examining these tables, along with the pre 
ceding one showing employment, and keep 
ing in mind the limitations of the data, it is 
seen that no matter what the criterion, agri 
culture is Montana’s most important basic 
industry. Of lesser stature, mining, forest 
products, and manufacturing appear to be 
of about equal importance, and tourism of 
somewhat less importance. While it would 
be desirable to study the rates of growth of 
these industries during the past few decades, 
time does not permit.
Having studied the broad picture of Mon 
tana’s economy today, let us examine the 
place each of the basic industries occupies 
in the state’s industrial potential.
Agriculture. We are all familiar with Mon 
tana’s agricultural products — wheat, beef 
cattle, hay, barley, dairy products, sheep, 
wool, sugar beets, and on through a long list.
Table 3
WAGES & SALARIES AND PROPRIETORS’ INCOME, 
SELECTED INDUSTRIES, MONTANA, 1956 (5 m illions)1
Agriculture 190
M ining 83
Lumber & wood products 37*
Other m anufacturing 72*
Tourism NA
♦Allocation betw een “lum ber and wood products” and 
“other m anufacturing” estim ated.
'Source: U. S. Departm ent of Commerce, Office of Bus 
iness Economics, Survey of Current Business.
Some are marketed nationally and others 
are marketed within the state for direct con 
sumption or for processing in such manu 
facturing establishments as flour and feed 
mills, sugar refineries, meat packing plants, 
canneries and dairies. We expect this pattern 
to continue. But there is a use for agricul 
tural products not specified above—in the 
synthesizing of certain raw materials (e.g. 
plastics, building board, etc.). While “chem- 
urgy,” the application of chemistry and re 
lated sciences to the production of such 
materials, is not in its infancy, it appears that 
it has but scratched the surface. Perhaps it 
is in this field that agriculture can contribute 
most to Montana’s industrial potential.
Mining. The munificence of the state’s 
mineral wealth is legend; we are all familiar 
with the sobriquet, the “Treasure State.” 
Ores taken from Montana mines cover a wide 
range of minerals, metallic and non-metallic; 
the more important are copper, petroleum, 
zinc, lead, silver, sand and gravel, natural 
gas, gold, chromite, manganese, and coal. 
In some minerals Montana has reserves of 
national importance. Included are chrom 
ium, copper, manganese, silver, coal (sub- 
bituminous and lignite), phosphate rock, 
petroleum, natural gas, gold, lead, zinc, 
tungsten and fluorspar.
Although the state has a substantial going 
industry and ample reserves, it is difficult to 
evaluate the place minerals occupy in Mon 
tana’s industrial potential. It must be re 
membered that this is an increasing cost in 
dustry in the sense that as production is con 
tinued, in general, lower grade ores, in 
deeper, thinner seams, and less accessible to 
markets must be mined. Then, too, for many 
of the state’s minerals there are national,
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and international, markets with production 
possible at several, or many, sites. Under 
these circumstances it is extremely difficult 
to predict with exactitude the contribution 
of the mineral industry. One would not -an 
ticipate that overall it would be of less im 
portance in the future than it is today.
Forest Products. One-fourth of Montana is 
forest land. This amounts to 22,400,000 acres 
and constitutes about 3.5 percent of the total 
such land in the United States. Only five 
other states have a larger forest area. 70% 
of the forest land is classified as “commer 
cial”; that is, suitable and available for the 
production of timber for industrial use. 58% 
of the total forest area is located west of the 
Continental Divide. Montana’s forests are 
of considerable importance to her economy, 
imparting both direct and indirect benefits. 
The forests are the source of large supplies 
of lumber, mine timbers, railroad ties, pulp 
wood, poles, Christmas trees, fuel, and a 
number of wood products. They harbor fur 
bearing animals and provide some grazing 
areas. They have considerable recreational 
value to both Montanans and out-of-state 
tourists as the locale for camping, hiking, 
riding, hunting and fishing.
It is believed that Montana’s forests have 
an important place in her industrial poten 
tial. New uses for wood, advances in tech 
nology permitting the use of timber not now 
considered commercial, improvements in ac 
cessibility both in terms of better forest roads 
and technology, and the migration of the pulp 
industry into the state, should assure the 
long-term contribution of this industry.
Manufacturing. The manufacturing econ 
omy of Montana, from its earliest beginnings, 
has been based on the processing of the pro 
ducts of mine, forest, and farm, and on the 
utilization of water power. Raw material- 
oriented industries, in which there is a re 
duction in weight or perishability prior to 
transportation to markets, and power-orien 
ted industries, in which the cost of power is 
a large proportion of the total cost of pro 
duction, are dominant. Thus we find such
industries as the smelting and refining of 
copper and zinc; the refining of aluminum; 
the production of elemental phosphorus; the 
production of phosphate fertilizer; the mill 
ing of timber; the refining of sugar beets; the 
milling of flour; and the manufacture of dairy 
products. Petroleum refining is a special 
case in which both raw materials and a sub 
stantial part of the market are located within 
the state.
Market-oriented industries have not been 
of great importance in the state, perhaps with 
good reason. It is true that there has been 
some activity in the field; witness, for ex 
ample, the widely distributed bottling works 
and bakeries serving local markets. But by 
and large they have played a small part in 
the economy. Here then may be the gap in 
our economy by filling which we may not 
only add diversification, but also make a 
major contribution to the realization of our 
potential.
But before proceeding let us make sure 
that we are in agreement as to what is meant 
by the term “market-oriented industries.” 
These are industries, generally involved in 
the final stages of production, which have a 
common characteristic: total freight charges 
(weight x rate) per unit of distance for the 
finished product are greater than total freight 
charges per unit of distance for the raw ma 
terial; this results in these industries at 
tempting to locate close to the market in 
order to minimize transportation costs. Fol 
lowing is a list of relationships, which, indi 
vidually or in combination, are often respon 
sible for the location of an industry close to 
its market:
The finished product has greater weight 
than the raw material;
The finished product has greater volume 
than the raw material;
The finished product has greater perish 
ability than the raw material;
The finished product has greater fragility 
than the raw material;
The finished product is more dangerous to 
handle (e.g., explosive, corrosive, or contam 
inating) than the raw material;
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The finished product consists of goods mov 
ing in many small lots while the raw mater 
ial is a bulk commodity moving in large lots;
The finished product is one designed to 
meet customers’ specifications, requiring 
prompt delivery on short notice, and subject 
to change;
The raw material is sold on a uniform de 
livered price basis, with freight charges ab 
sorbed by the seller.
Probably a principal force retarding the 
development of market-oriented industries 
has been the small size of the state and 
regional markets, and the consequent inabil 
ity of manufacturers to realize the economies 
of large scale production. But if markets are 
increasing in size, then some of these econ 
omies may be gained and some manufacturers 
may find in Montana the best place to locate 
their plants. Not only would this result in 
more jobs for Montanans, but it would reduce 
the payments for transportation charges in 
volved in importing manufactured goods.
What then is the situation as regards state 
and regional markets? To determine this, 
data for population, and changes therein, for 
Montana and its neighboring states and prov 
inces are presented in Table 4. While it 
would have been desirable to present per-
Table 4
POPULATION CHANGE, SELECTED STATES AND  
PROVINCES, 1910, 1950 and 1956*
1956 % Incr. % Incr.
Item  (1,000)* 1950-56 1940-56
Montana __    638 »
North D a k o ta _______  657 6 2
South D a k o ta ______  696 7 «
W yom ing------------------------- 321 10 28
Idaho ---------------------   625 6 19
O regon^------------:-------  1,718 13 58
W a sh in g to n __________  2,667 12 54
British Columbia ___  1,398 23* 71**
--------------------  1.123 23* 41**
S a s k a tc h e w a n ______  881 6*  2**
M anitoba-----...________ 850 11* 16**
Continental U. S ------167,191 l l  27
Canada — _ ------------ - 16,081 17* 40**
♦Based on estim ate for 1950 
**1941-56
i : r?' S * bureau of the Census, Population Es 
tim ates. Current Population Reports, P-25 No 148 
Novem ber l 8, 1956; 1957 Canadian Almanac & Direc- 
(tory, 1956 Economic Almanac.
^United States data based on U. S. Bureau of the 
I Census estimates; Canadian data based on census.
sonal income data, this is not done because 
of the lack of comparability between the Can 
adian and United States data and because the 
figures are for dollar rather than real in 
come.
Examination of the table discloses that dur 
ing the past six years there have been sub 
stantial percentage increases in population 
in all of the states and provinces, especially 
in British Columbia and Alberta. In some 
cases this is a continuation of a trend ex 
tending at least as far back as 1940. In other 
cases — North Dakota and Saskatchewan — 
this is a reversal of a downward movement 
during the forties. In the case of Montana, 
the increase has been considerable, even 
though less than the national average.
From these figures it seems safe to deduce 
that the potential markets for many products 
have been expanding at rather rapid rates 
in recent years. Of course, not all industries 
can market throughout these vast areas, and 
for them perhaps only state or even com 
munity figures have significance. But other 
industries, whether market-oriented or not, 
may well be able to penetrate the more dis 
tant areas. In either event, so far as the ex 
pansion in markets is concerned, the future 
looks promising.
Tourism. It is not my function in these pro 
ceedings to discuss tourism other than to in 
dicate its place in the overall economy. I 
am reminded, however, of a remark made by 
a southern senator at a recent meeting in 
Missoula. In describing the importance of the 
tourist industry to his state, he observed that 
it was easier to pick tourists than to pick 
cotton. Perhaps Jack Hallowell in his forth 
coming -address on Montana’s Recreational 
Potential will elaborate on that theme.
* * * * *
There are several aspects of Montana’s 
physical and economic environment which, it 
is believed, have a special significance to her 
industrial potential. These are water re 
sources, climate and transportation costs.
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Water Resources
In its Columbia and Missouri River drain 
ages, Montana has abundant supplies of 
water. Measurements of the United States 
Geological Survey disclose that an average 
of about 4.7 billion cubic feet (35 billion gal 
lons or 108 thousand acre feet) of water leave 
the state daily, of which 63% is moving in 
the Columbia Basin (Clark Fork River-38% 
Kootenai River-25%), and 37% in the Mis 
souri Basin. It is noted that there is consid 
erable seasonal and annual variation around 
this average.
Montana’s extensive mountainous areas are 
advantageous to the use of these water sup 
plies. Precipitation is stored in the form of 
snow at the higher levels, melting and replen 
ishing stream flow during the summer 
months when water levels are normally low. 
Then, too, there is the beneficial effect of the 
forest cover, characteristic of the mountains, 
in stabilizing stream flow. There is yet an 
other important advantage—the topography 
of mountainous areas facilitates the damming 
of streams and the reservoiring of their 
waters.
These water resources may be used in 
many ways — for irrigation, hydro-electric 
power, navigation, flood control, industrial 
processing, recreation and domestic purposes. 
From this description it is readily seen that 
water resources are of great importance to 
the state’s basic industries, and that their de 
velopment is a vital factor in her industrial 
potential. Thus, the current issues over the 
construction of dams should be resolved as 
soon as possible, else the state’s industrial po 
tential suffer.
Not to be forgotten are the underground 
water resources of the state, hardly utilized. 
United States Geological Survey officials 
recently reported that Montana has many 
times the water underground that it has on 
the surface. This supply, termed the “state’s 
last great resource,” is especially important 
to eastern and central Montana.
Climate
Montana’s large area and great differences 
in elevation (1,800' in Lincoln County to 
12,850' in Park County) result in a highly 
diverse climate. Precipitation has ranged 
from more than 100" a year (in Glacier Na 
tional Park) to less than 10" (in many places). 
The average for the state is 15" with the 
western region having about 18" and the east 
ern 13". Although the average July tempera 
ture for the state is about 68°F and the av 
erage January temperature 19°F, with con 
siderable areal variation, extreme tempera 
tures have ranged from -|-1170F (at Glendive 
and Medicine Lake) to —70° (at Rogers Pass 
—a national record). This last statistic along 
with comparable ones at West Yellowstone 
and elsewhere have been widely publicized. 
As a result, many consider Montana to be the 
“cold pole” of the nation.
Since this reputation has probably inhi 
bited to some degree the influx of people, in 
cluding business enterprisers, into the state, 
it seems worthwhile to devote some time to 
an analysis of the impact of Montana’s cli 
mate on her economic development. It is 
noted that it is probably more the writer’s 
interest and less the relative importance of 
the subject that is responsible for the length 
of this digression.
Looking first at the unfavorable side, one 
can hardly gainsay that Montana experiences 
low temperatures during the winter months. 
The effect of sub-freezing temperatures on 
outside activities—forestry and certain min 
ing and manufacturing operations — needs 
little comment. In addition to the reduction 
in efficiency of personnel, the freezing of 
water, coal and similar supplies (in open 
storage and transportation vehicles) adds to 
the costs of operation. Frozen ground and 
low temperatures retard construction. Snow- 
covered and icy reads impede transportation. 
Relatively short growing seasons (and small 
amounts of precipitation) limit the number 
of crops that can be grown, and reduce yields. 
So far as indoor operations are concerned
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(manufacturing, wholesale-retail trade, etc.) 
high fuel consumption adds to the costs of 
operation. And high costs of living in this, 
and other related items (housing, clothing, 
etc.), may well result in the need for higher 
wages.
Looking at the brighter side it must be re 
membered that the extremely low tempera 
tures are the exception. And the rather 
great daily range in temperature means that 
even when winter nighttime temperatures 
are low, daytime temperatures are often con 
siderably higher. This is quite significant 
because most economic activities are carried 
on during the daytime hours. Further, mod 
erate daytime temperatures and low relative 
humidities during the summer make it pos 
sible to carry on efficiently both outdoor and 
indoor activities. And nighttime tempera 
tures during that season nearly always per 
mit sleeping. Certainly Montana’s temperate 
summers are more conducive to economic 
activity than the hot, humid summers of 
many other parts of the nation.
A comparison of the winter temperatures 
of the larger Montana cities (Great Falls, Bil 
lings, Butte, Missoula, Helena, Bozeman and 
Kalispell) with those of important midwes- 
tern cities is of interest. The logic in the use 
of data for cities rather than state averages 
stems from the fact that much economic ac 
tivity occurs in or near cities. Examination 
of published data discloses that the Montana 
cities, during the winter months, are on the 
average warmer than or comparable to sev 
eral of the mid-western cities. Duluth and 
Minneapolis-St. Paul are on the average 
colder, and in general have lower extremes, 
although they have not experienced as low 
absolute minima as some of the Montana 
cities. The temperatures of Milwaukee and 
Omaha in most respects approximate those 
of many of the Montana cities, although 
once again the absolute minima are not as 
low. Chicago is not as cold but the margin 
of difference is not great.
“Wind-chill” data, which are used to meas 
ure the cooling power of the air, and are based 
on a formula in which temperature and wind-
speed are variables, disclose that a substan 
tial portion of Montana has not unfavorable 
comfort conditions in this respect. Examin 
ing Map 1, it is seen that more than 50% of 
the state (in the south and west, including 
the larger cities) has January conditions that 
are at least as favorable as those of Milwau 
kee, Buffalo and Portland, Maine. About 
20% has conditions at least -as favorable as 
Omaha, Chicago, Detroit, Cleveland and New 
York, and a small portion (in the extreme 
northwest) has conditions comparable to 
Kansas City, St. Louis, Cincinnati and Phila 
delphia.. If relative humidity and solar radi 
ation, which also -affect the cooling power of 
the air, were introduced into the formula, 
Montana would probably gain in a compari 
son of this sort.
Now for some theorizing about the impor 
tance of Montana’s climate to her economic 
development. Some historians and geogra 
phers have explained the northward move 
ment of the center of economic achievement 
in part in terms of the influence of climate. 
Some believe that the more poleward cli 




Chill Factor Description Wind 5 m.p.h.
50 or less hot 87
100 warm  84
200 pleasant 76
400 cool 60
600 very  cool 45
800 cold 29
1,000 very cold 13
1,200 bitter cold - 2
1,400 exposed flesh freezes -18
Source: U. S. Dept, of Commerce, W eather Bureau, W eekly 
Weather and Crop Bulletin, Vol. XLII, No. 48, Nov. 28, 1955.
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physical energy than those nearer the equa 
tor. (Most of Montana has been rated very 
high in this respect.) Related to this is the 
theory that the northern climates in offering 
a greater challenge to overcome their rigor 
ous conditions force men to higher levels of 
achievement. Of course, if the climate is too 
rigorous, he may not be able to overcome 
these conditions and his level of achievement 
is low. This implies that there may be an 
optimum climate in this regard: one rigorous 
enough to require men to use considerable 
effort and ingenuity, but not so rigorous as to 
prevent him from attaining his objectives. 
This optimum climate may not be static in 
location; as man improves his technology, he 
is better able to cope with the rigors of cold 
climates, so that all other things being equal 
(which they rarely are) the optimum may 
shift even farther toward the cold climates.
It is interesting in view of the recent suc 
cess of the Russians in putting the Sputniks 
into orbit to compare the climates of the 
USSR with that of Montana. First of all, let 
us compare latitudes. Montana is located 
between 44%°N and 49° N. Only a small 
portion of the USSR is located south of 
44% °N, most of the country is located north 
of 49°N. Moscow is located at about 56°N 
and Leningrad at about 60 °N. Examining a 
map of climatic regions, it is seen that the 
climate of most of Montana is similar to that 
of the Ukraine, a center of economic activ 
ity in the USSR, and that the climates of 
most of the other parts of the USSR in which 
there are economic concentrations are more 
rigorous than those of Montana. In view of 
recent developments, it may be presumed 
that these climates have not had too inhibit 
ing an effect. On the other hand, it is dan 
gerous to assume that the rigorousness of the 
climate has been responsible for Russia’s 
technological achievements, since other fac 
tors are involved.
Turning our attention to the North Amer 
ican continent, and once again examining a 
map of climatic regions, it is seen that major 
portions of Canada have more rigorous cli 
mates than that of Montana. And yet there
has been considerable economic development 
in that country; for example at Edmonton, 
more than 300 miles to the north.
This leads one to conjecture that if regions 
with warmer climates had not been available 
in the United States, then because of the lack 
of alternatives, greater economic progress 
would have been made in Montana. (This, of 
course, ignores consideration of such factors 
as accessibility, topography, etc.) A corol 
lary is that had the Canadian boundary been 
located on Montana’s southern borders rather 
than the northern, then because of the short 
age of more favorable climatic alternatives, 
Montana would have attained greater devel 
opment.
All of this suggests that the feeling of de 
featism that apparently exists in some quar 
ters in this state regarding the effect of 
Montana’s climate on her future economic de 
velopment may not be justified. It is quite 
conceivable that in the years ahead, when 
the more climatically desirable portions of 
of the United States have been more fully 
occupied, and population pressures have be 
come more intense, Montana’s climate will 
cease to be the deterrent, perhaps mostly 
psychological, that it is to some degree today.
Transportation Costs
The accessibility of one place to another 
is measured in terms of transportations costs 
and time. Because of data and time limita 
tions, however, we shall deal only with dis 
tances. This is not unrealistic since trans 
portation costs and times tend to vary direct 
ly with distance. Listed in Table 5 -are the 
distances via rail and highway from Helena, 
Montana to the nation’s closest major centers 
of population and industry. Distances to the 
nation’s other major centers are, of course, 
substantially greater.
Table 5
MILEAGES FROM HELENA, MONTANA  
TO SELECTED CITIES
City Rail H ighw ay
M inneapolis 1,110 1,090
D enver 909 838





When one considers the extra-state distances, 
reflects on the distances involved within a 
state 550 miles from east to west and 325 
miles from north to south, and thinks of the 
adverse effects of topography, and, on occa 
sion, weather, he realizes that here is prob 
ably the most important single factor influ 
encing the economic development of Mon 
tana.
Interstate Commerce Commission statis 
tics support this statement. According to 
that agency’s waybill -sample of interstate 
carload rail shipments, 1953-1955, the average 
length of rail haul out of Montana was 920 
miles, and into Montana was 898 miles. More 
detail on the outbound phase of this subject 
is available in an article by Dr. William S. 
Peters in the August, 1957 issue of the Mon 
tana Business Review. More detail on the 
inbound phase will be presented in the near 
future by the same author in the same publi 
cation.
In view of these circumstances one would 
anticipate that the freight rates applicable to 
both outbound and inbound shipments would 
be rather high. How high is another matter. 
Many Montanans feel that present freight 
rates are too high when compared with those 
prevailing in other parts of the country. This 
raises the question of discrimination.
A few words on this subject seem appro 
priate. Because of certain economic fac 
tors, the rate-making process is resolved into 
a system of differential-pricing in which rates 
do not bear a constant relationship to the 
costs of providing the service. Rather, they 
tend to vary with “what the traffic will bear.” 
This is known as discrimination, which may 
take three forms: commodity, place or per 
sonal.
The law, as set forth in the Interstate 
Commerce, and other, acts, forbids all per 
sonal discrimination. However, commodity 
and place discrimination, which are the 
forms of most concern here, are permitted, 
except where unjust discrimination (or un 
due preference or prejudice) exists. Whe 
ther rates (or services) are unjustly discrim 
inatory is a question of fact, determinable by 
the various regulatory authorities—the Inter 
state Commerce Commission, Civil Aeronau 
tics Board and Federal Power Commission at 
the federal level; and the Board of Railroad 
Commissioners at the state level. And the 
burden of proof falls upon the complainant.
Because of the effects of transportation 
costs on prices, costs of production, location of 
economic activity and certain related econo 
mic, political and sociological phenomena; 
it is important to the state’s industrial poten 
tial that such costs be reduced as much as 
possible. How may this be effected?
A first expedient is to apply to the carriers 
for lower rates throughJ;he appropriate chan- 
nels. /
Second, if it is believed that unjust dis 
crimination exists, and one has evidence that 
appears to support this belief, he should 
make this known to the appropriate regula 
tory authority. He may or may not have a 
case. It should be mentioned, however, that 
in either event, the procedure tends to be 
spread over a long period of time.
Third, make better use of the present trans 
portation system by practicing more effec 
tive traffic management. This, of course, 
should be done regardless of whether resort 
is made to the first two expedients. Some of 
the ways in which economies can be affected 
are as follows: utilization of the lowest cost 
modes of transportation, services and routes, 
which meet traffic requirements; improved 
packaging; improved loading and unloading 
techniques; more effective use of pool and 
consolidated cars; more effective filing of 
claims for overcharge, loss and damage; more 
effective use of transit privileges; and so 
forth.
* * * * *
In conclusion, I wish to state that I be 
lieve that Montana in her natural and hu 
man resources has a real industrial potential 
which, if fulfilled, should permit the state 
to progress along with the nation.
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Making the Most of Our Opportunities
By PERRY F. ROYS
D irector, M ontana S tate  P lann ing  Board
By way of historical review, it’s just about 
two and one-half years since the State Plan 
ning Board was reactivated as Montana’s 
first official industrial development agency. 
Just over two years have passed since the 
program of the Board was agreed upon and 
publicized.
And it’s very near exactly twenty-one 
months since a similar group of 156 people, 
many of whom are here today, convened at 
the Placer Hotel in Helena for the first state 
wide conference on community development.
I am especially mindful of these time 
periods today, for it is possible on this occa 
sion to base remarks on experiences in Mon 
tana rather than to rely solely upon the ex 
periences and reports of other states -and 
communities.
Indeed, much has happened in Montana 
since last we met. On the plus side, new in 
dustries have come into existence, new min 
eral deposits have been found, certain of our 
unutilized natural resources have been de 
veloped, and other resources have moved 
nearer a stage of development. In addition, 
population has increased, significant gains in 
employment have been made and per capita 
levels of income have gone up.
But in the past two to two and a half years 
there also have been losses to partially offset 
the gains. Established industries have gone 
out of business, many mineral industry oper 
ations have shut down, growth in lumbering 
has been affected by nationwide declines in 
construction, and certain resources have con 
tinued to be unused. Furthermore, despite 
the fact that gains were made in population 
•and employment levels, the numbers of unem 
ployed have grown to uncomfortable levels in 
many areas of the state, and gains experien 
ced in income levels have, in many individual 
cases, been dissipated by rising prices.
Along with the economic ups and downs 
that the state has experienced, the State 
Planning Board has had its ups and downs 
so far as encouraging economic development. 
Fortunately, while there have been disap 
pointments, most of the experience has been 
on the plus side and it has served to affirm 
our confidence in the future of the state.
This same confidence has now been fur 
ther bolstered by the speakers who have pre 
ceded me. In his keynote address, Mr. Ab- 
rahamson described for us the dynamic na 
ture of economic development, the increas 
ingly important role that research and de 
velopment is playing in making new oppor 
tunities, and how states and communities 
throughout the nation are tuning themselves 
to the “trend of the times” by carrying out 
effective development programs. Dr. Brow 
der, in describing changes in Montana’s eco 
nomic and social structure, pointed up the 
need for development to support an expand 
ing population and labor force. Dr. Shearer 
carefully analyzed the state’s industrial po 
tential, and in doing so provided objective 
descriptions of our principal disadvantages as 
well as the favorable factors. Finally, Jack 
Hallowell described the principal attributes 
that exist for further large expansion in an 
other important segment of the state’s econ 
omy, the tourist industry.
Obviously, these brief statements do not, 
even as a summary, do justice to the excel 
lent presentations you have just heard. But 
they do provide me with an excellent take 
off point in my remarks, for what you have 
heard from the preceding speakers is not idle 
theory. The actual day-to-day experiences 
of the Planning Board bear this out.
Most emphatically, there is a great need 
for development in Montana. There are im 
portant potentials in our not-too-distant fu-
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ture in both resource and market oriented 
industries. This is evidenced by a variety of 
inquiries and the certain knowledge that 
many companies, business consultants, re 
search agencies, and individuals searching for 
new opportunities are watching Montana 
closely. There are opportunities ahead in 
tourism, with both direct and indirect bene 
fits.
Finally, economic development is not a 
miracle that comes to only a few. It comes to 
those who work for it. And for those who 
are willing, there are good guides to follow 
in the numerous examples of things occurring 
nationally, within the regions of which we 
are a part, and in our own state as well.
With these concepts in mind, it’s my pur 
pose to demonstrate that efforts we under 
take to do more to encourage our own de 
velopment need not be futile if we are will 
ing to develop a good sales program. For a 
good sales program is, essentially, just what 
is involved in “making the most of our op 
portunities.”
But before you jump to a hasty conclusion 
as to my meaning, remember that selling in 
volves much more than just advertising and 
order taking. Like the selling of a business 
product, the selling of a state or a community 
involves a phase of product development, 
attention to brands and labels you’ve been 
going by, considerations regarding the pack 
age in which you are going to offer the pro 
duct, and the formulation of a sales policy, 
including special as well as usual services 
which you may find necessary to induce pur 
chase and assure customer satisfaction.
Though these are all elementary principles 
so far as sales management in a business is 
concerned, they are not well recognized as 
being applicable to economic development. 
Let me give each point a limited amount of 
attention, for they present excellent illustra 
tions of the most important concepts that are 
actually involved in “making the most of our 
opportunities.”
Take the idea of product development. 
There are usually three basic steps to this. 
First, an objective analysis of the product to
determine the uses to which it can be put. 
Second, some market testing in the form of 
a special investigation among the potential 
customers to determine their needs and de 
sires in relation to the product you hope to 
sell. Last, based upon the facts accumulated 
in he first two steps, redesign of the product. 
Thu may involve a change or adaptation of 
the product itself, or the conditions affecting 
its production.
For further illustration here, let’s suppose 
t^at a particular community in our state has 
in its nearby forests large stands of mature 
but unused timbei, and they decide they 
shou. d attract an industry to produce it.
First, they would want to determine the 
quantity, quality, and special characteristics 
of the timber for use. This is product analy 
sis.
Next, they would want to do some market 
testing to determine if their analysis as to 
uses was correct, and to discover what fac 
tors bear upon the location of an industry to 
use it. In doing this, they would go to in 
dustries which they determined likely to 
have an interest. Suppose at this point that 
they learned the size of the timber is too 
small for use in the manufacture of plywood 
as they had hoped possible. Further, that 
because of the over-mature condition of the 
timber, use was limited to fiber using indus 
tries. This means that it’s pretty low value 
stuff. Accordingly, they are told that be 
cause of the low value and the inaccessibility 
of the timber, it’s uneconomic for any fiber 
using industry to consider using it until 
major access roads are constructed. Thus, 
in this there is an example of a requirement 
for change in the concept of the product, and 
an example of a requirement for change in a 
factor affecting its use. While this is only 
one example, it is not an isolated one. We 
commonly find similar situations in our re 
search and fact finding on specific potentials 
we investigate. And they are found in mar 
ket-oriented as well as in resource-oriented 
industries.
How about brands and labels? Business, 
as you know, uses them to identify product
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ownership, quality, uses, and precautions 
which should be observed in use.
Does your town have brands and labels? 
Most do, you know.
So, the question becomes, are the brands 
and labels you’re going by the kind that en 
hance or detract from the sales appeal of 
your town?
To be more descriptive, though still not 
specific, is yours identified as a community 
dominated by a chamber of commerce fear 
ful of growth in the town because competi 
tion to established businesses may ultimately 
result? Is it identified as a place where an 
abnormal number of labor disputes occur? 
Is it a town where graft and inefficiency in 
government is common? Is it a place where 
industries are in fact taxed unfairly by com 
parison with their neighbors among the main 
street business houses and private citizens?
Or, to switch to the positive side, is yours 
a town where there is an absence of these 
and other similar unfavorable conditions? If 
not, a part of the selling job you have is 
changing your brands and getting new labels.
Unfortunately, this is not as easy to do in 
community selling as it is in business selling 
but having good brands -and labels is becom 
ing increasingly important in the intense 
competition that exists nowadays for new in 
dustry.
In commercial product selling, packaging 
is closely related to branding and labeling. 
Since the package carries the brands and the 
labels, they together represent the intangibles 
which more than ever determine the effec 
tiveness with which a product can be placed 
on the market.
The purpose of packaging is, of course, to 
accentuate purchases. If you think of your 
town as the package in which you are offer 
ing your product, city planning becomes most 
meaningful. City planning to the town, as 
the design and construction of a package to 
the manufacturer, is a means to creating a 
semblance of distinctiveness about a product 
in which so far as the product itself is con 
cerned, no distinctiveness actually exists. 
City planning therefore provides an oppor 
tunity for demand-creation efforts through 
which the location of certain types of pros 
pective industries can be directly influenced.
Packaging experts tell us that there are 
few products frequently purchased by con 
sumers that completely defy packaging. 
Furthermore, packaging can usually be done 
in a manner which will accentuate purchases. 
Similarly, there are few, if any, towns whose 
attractiveness to industry cannot be improved 
by city planning.
The last point I mentioned with respect 
to the sales program for a commercial item 
was the formulation of a sales policy, includ 
ing special as well as usual services which 
may be necessary to induce purchase and 
assure customer satisfaction. To manufac 
turers, these may include such things as dis 
counts for cash payment, some short term 
inventory financing of customers and inde 
pendent sales outlets, warranties, installa 
tion and maintenance services, and special 
“coupons on the box top” or “bonus prize” 
offers. Underlying the sales policy of a 
business is the owner’s reputation and his 
desire to provide a useful product or service 
which contributes to the profit making abil 
ity or better living of his customer. In turn, 
the reputation he earns for offering a quality 
product backed by reliable service assures 
him the continuation of a successful and 
profitable operation of his own business.
Much the same kind of condition exists in 
community selling of industrial development. 
Special financing arrangements are being 
offered. Free land is a common inducement. 
Most states and communities that are ex 
periencing success have industrial develop 
ment corporations which provide industrial 
sites, build and lease or sell buildings on long 
term contracts, and even, in certain cases, 
provide working and investment capital 
Some states and local governments have gone 
so far as to provide tax exemptions; some 
local governmental units finance land and 
buildings; and some offer both tax exemp 
tions and financial aids. Several states, in 
recent years, have set up special state-char 
tered business development credit corpora-
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tions. Such corporations make sound loans 
to growth industries in cases where conven 
tional financial institutions are incapable or 
are prohibited by regulations in providing 
finances.
Such then are the alternatives open to a 
community in establishing its sales policy. 
To be sure, no community, any more so than 
a business, will try to provide all of the ser 
vices and inducements that may be available 
to choose from. But the community, like the 
businessman, should objectively measure the 
product he is offering with that of his com 
petitors. Similarly, a determination is in 
volved of how badly you want to compete, 
and this requires the rendering of a decision 
on how far to go in providing special as well 
as usual services and inducements.
While these four areas that I’ve discussed 
are the essentials of a sales program, there is 
in back of all of it an assemblage of men, 
money, machines, and materials.
Organization, then, is another essential. 
Thus we have five elements in all, that when 
combined with advertising give us an effec 
tive sales program. It may be helpful to 
summarize all of them in more specific terms 
of carrying on an economic development pro 
gram. It may be done in this manner:
1. Product development means knowing 
your product; i.e., what you’ve got to 
sell and to whom you can sell it.
2. Developing good brands and labels in 
volves developing favorable attitudes 
among others about your town.
3. Designing a package with sales appeal 
is represented by city planning to main 
tain and improve the attractiveness of 
your city to provide good living along 
with job opportunities.
4. Establishing a sales policy involves 
recognizing your competitive position, 
and getting definite about what you 
have to offer and the conditions under 
which the offer will be made.
5. Organization, to be effective in the 
community for development purposes, 
requires wide participation of people 
with many specialized interests and 
abilities in order to perform the many 
functions required.
6. Advertise your product, and here you 
may just as well be specific and fac 
tual, for a prospective industry is the 
most discerning customer you’ll ever 
meet.
With this, it would be well to close by say 
ing that a well balanced program encompas 
sing all of these elements will not only help 
you in your own efforts to secure new eco 
nomic activities, but also that it will help the 
efforts of the State Planning Board and other 
state and area level groups which are en 
gaged in encouraging economic development 
in Montana. This in turn helps you also, for 
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The Economic Consequences of Improvements In 
Transportation With Special Reference to Montana
HENRY K. SHEARER 
Director, Bureau of Business and Economic Research 
Montana State University, Missoula, Montana
Improved transportation is of great impor 
tance to the State of Montana- To this all 
Montanans who have given the matter any 
thought agree. In explanation they point to 
the great distances both within the state 
and to and from the nation’s principal cen 
ters of population and industry.1 Although 
many think in terms of the convenience of 
their personal travel, many others are also 
conscious that these distances exert a marked 
influence cn the state’s economy. Since there 
is an awareness that improved transporta 
tion tends to lessen the importance of dis 
tance, any improvement is greeted with en 
thusiasm, and any impairment with extreme 
disfavor, even though in some cases the eco 
nomic consequences may not be fully under 
stood. It is to describe briefly some of these 
consequences that this article is undertaken.
'The fact that goods and people must be transported 
over great distances indicates that payments for 
transportation charges constitute a relatively large 
percentage of Montana’s total payments for goods 
and services. This is compounded by the fact that 
most of the state’s economic activity occurs in the 
early stages of production. This is significant 
because in the series of transportation hauls 
commencing with production at farm, mine or 
forest through the manufacturing and marketing 
processes and ending with final consumption, 
transportation charges tend to be a larger pro 
portion of total costs in the early stages than in 
the later. Further, because of the nature of pricing 
practices, Montanans absorb transportation charges 
both on many of the goods they export and on 
many they import. On the one hand, the price for 
such exports as wheat and cattle is determined at 
a central market with the shipper paying transpor 
tation charges. On the other hand, for many im 
ported manufactured goods, there is an F.O.B. 
Point of Origin system of pricing with the buyer 
paying transportation charges.
Prior to commencing the analysis, it seems 
wise to spell out what is meant by “improved 
transportation.” Although it means many 
things to many people, it probably can be ex 
plained for our purposes in terms of a few 
basic concepts: lower rates, higher speeds, 
greater reliability, and greater flexibility.2 
Lower rates refer to those which in terms of 
the constant dollar (i.e. adjusted for differ 
ences in price-level) and the ton-mile and 
passenger-mile have been reduced from 
earlier levels. Higher speeds refer to lesser 
elapsed times per unit of distance for the 
transportation of goods and passengers. 
Greater reliability means closer adherence 
to schedules, decreasing constant dollar 
values in loss and damage to goods per ton- 
mile, decreasing passenger injuries and 
deaths per passenger-mile, and decreasing 
rate fluctuations (in number and amplitude). 
Greater flexibility means the existence of a 
wider range of modes of transportation and 
services at a given place, with the shipper of 
goods or the traveler having the option of 
choosing those modes and services best suited 
to his purposes; this implies a more exten 
sive geographical distribution of railways, 
highways ,waterways, pipelines and airways; 
and more intensive use, in the form of more 
frequent movements per unit of time over 
those facilities. All of these improvements 
can be reduced to a common denominator—
“More effective regulation is not listed separately 
here since it is believed that lower rates, higher 
speeds, greater reliability and greater flexibility 
are in part its end-products. It is noted, however, 
that to the extent that differences in degree of 
regulation (and subsidization) cause a misalloca- 
tion of the state’s resources, one might say that 
there is need for improvement.
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lower transportation costs to the shipper and 
traveler. It is stressed that the costs that we 
here have in mind cover the complete move 
ment from primary point of origin to final 
destination; not just the movement via a 
single mode of transportation or carrier, 
which may be only part of the overall haul 
or trip.3
That Montana, since the days of the keel- 
boat and the oxen-drawn wagon, has in toto 
experienced improved transportation is un 
deniable. Whether the degree of improve 
ment for the state has been greater or lesser 
than that for the nation, and whether today’s 
levels in quantity and quality as between the 
state and nation are comparable, is another 
matter—one not to be resolved here. Our 
purpose is simply to investigate some of the 
direct effects of improvements or impair 
ments in transportation, regardless of degree 
of change or level attained.
In pursuing this topic, the effects on the 
following are analyzed: prices, costs of pro 
duction, location of economic activity, and 
certain related economic, political and socio 
logical phenomena-
Prices4
Improved transportation tends to lower, 
equalize and stabilize prices, both within the 
state and as between the state and other parts 
of the nation. This is probably the most 
readily recognizable effect. The costs of 
transportation are included in the prices of 
goods, whether paid by seller or buyer, and 
whether consisting of raw materials or fin 
ished products. Thus, lower transportation
“Excluded is any consideration of change in the 
proportion of transportation and other marketing 
costs to the total costs of producing goods. Al 
though an increase in this proportion has been 
characteristic of the American economy, this has 
been the result of the movement of goods over 
longer distances, but with decreasing total costs of 
production resulting from the economies stemming 
from the use of more favorable sites and larger 
scale operations.
“For the implications of prices determined at cen 
tral markets see Footnote 1 and Location of Eco 
nomic Activity.
costs permit lower prices. Also, as trans 
portation costs decrease, the market areas of 
the various producers increase in size; 
as they overlap, competition tends to increase. 
This, coupled with the lower costs of produc 
tion described below, tends to result in -a de 
crease in price. Further, both because of the 
greater degree of competition and because of 
the lower costs and shorter elapsed times of 
moving goods from surplus to deficit areas, 
prices tend to be equalized areally and stabi 
lized through time. Increasing transporta 
tion costs, of course, tend to have opposite 
effects.
It is sometimes contended that increasing 
freight rates are “pyramided”; that is, the 
price paid by the consumer of goods is in 
creased by an amount more than the rate in 
crease. The logic here is that wholesalers 
and retailers “mark up” their goods by a per 
centage over cost rather than by an absolute 
amount.5 Thus, if the rate increase were 10 
percent, and the “mark up” were 25 percent, 
the wholesaler would add 2.5 percent and the 
retailer 3.125 percent to the rate increase.0 
As the number of middlemen increases, the 
greater would become the cumulative effect 
of the rate increase. However, it is possible 
that the nature of the demand for the good 
would be such that all of this increase could 
not be passed on to the consumer. This is a 
more likely situation where the increase ap 
plies to a single commodity than where an in 
crease in the rate level, affecting all com 
modities, is involved. In the former case 
there is a greater possibility of the consumer 
using a substitute good. Further, with .the 
passage of time, competition would tend to 
deflate this additional margin. One would 
assume that decreasing transportation costs 
would cause the pyramidal effect to operate 
in reverse.
The effect of a change in price (which may 
have been induced by a change in freight
5The degree to which this practice is carried on in 
Montana is not known.
°It is noted that some authorities believe that retail 
prices are rather insensitive to minor changes in 
wholesale prices.
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rates) for -a given commodity is not confined 
to that commodity alone, but rather is re 
flected, in varying degree, in the prices of 
many commodities. This is necessarily so 
because of the interdependence of the state’s 
(and nation’s) producers. This may be illus 
trated by an examination of the inter-in 
dustry flow of goods and services- 
Table 1 shows the flow of goods and servi 
ces as between certain industries selected for 
their importance in Montana—agriculture 
and fisheries,7 lumber and wood products,8 
and nonferrous metals—and the full spec 
trum of industries, classified for convenience 
into 28 groups. The three selected industries 
•are analyzed in terms both of the industries 
to which they sell and those from which they 
buy. A brief scrutiny of the data discloses 
that each industry sells to a rather wide 
range of industries, although some industries 
are of considerably greater importance than 
others. A similar observation may be made 
for the buying practices of the subject in 
dustries.
It is evident that the impact of changes in 
the prices of the goods sold by the subject 
industries is felt by many industries, al 
though to varying degree; and that similarly 
the costs of production for the subject indus 
tries are affected by changes in the prices of 
many raw materials. Further, these are not 
one-time effects; rather, with continued sell 
ing and buying, the impact tends to permeate 
throughout the economy, although with di 
minishing intensity.
Costs of Production 
Of the Individual Firm 
As transportation improves the costs of 
production of the individual firm tend to 
decrease. This is the result of several factors, 
including the decrease in the price of raw 
materials mentioned above, but of prime im-
7The data for agriculture are presented in the source 
grouped with those for fisheries, and it is not 
possible to separate them. Because of the negli 
gible importance of fisheries in Montana, the data 
may be interpreted with only a small margin of 
error to apply to agriculture alone.
“Includes logging.
portance is the increase in the scale of oper 
ations in industries where the optimum (least 
average unit cost) size of plant is large. This 
increase in scale of operations is made pos 
sible, as transportation costs decrease, by the 
enlargement of the areas in which products 
are marketed; the areas from which raw ma 
terials, fuel and power are drawn; and the 
areas from which labor commutes. With the 
increase in volume of production come cer 
tain economies: those resulting from speciali 
zation of labor being carried to a finer de 
gree,9 fuller use of specialized machinery, 
fuller utilization of by-products, more effec 
tive research and development, purchasing 
and marketing in larger volumes, and finan 
cing at lower rates of interest.
Other economies result from the shortening 
in time of the productive process, the exis 
tence of smaller inventories and the reduc 
tion of the amount of goods in transit. As the 
result, the amount of capital per unit of out 
put necessary to conduct a business becomes 
smaller.
Location of Economic Activity10 
Transportation costs are often the domi 
nant force in the location of economic activi-
"The economies associated with specialization of 
labor (sometimes called the “division of labor by 
task”) stem from the fuller utilization of indi 
vidual abilities, attainment of greater skill by the 
individual, simplification of tasks, and savings in 
time (in that the operation tends to be continuous). 
These factors are operative at all levels—from 
management down.
“Although the emphasis in this article is on the 
effects of changes in transportation costs on eco 
nomic activity, it must be remembered that in 
some cases the cause and effect relationship is re 
versed, with changes in economic activity causing 
changes in transportation costs. For example, 
commodity rates, involving large movements of 
individual articles or related groups of articles 
from large centers of production to major con 
suming points, tend to be somewhat sensitive to 
changes in “what the traffic will bear.” Thus, if 
because of changes in competitive factors or for 
other reasons, it appears that a rate has become 
too high for the traffic to move, then it is likely 
that the rate will be lowered to the point where 
the traffic will move, providing of course that at 
least the “out-of-pocket” costs involved in handling 
the traffic are covered.
5
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ties. This statement is especially applicable 
to Montana where such costs are a large pro 
portion of the total costs of production. In 
cluded are many industries, and their market 
centers, in the fields of agriculture, mining, 
forest products, wholesaling-retailing and 
manufacturing.
Whether changes in transportation costs 
are downward or upward they are of con 
siderable importance since they tend to alter 
the make-up of the economy, and in so doing 
affect the location of economic activity- The 
period of adjustment may be of short dura 
tion or may extend over a period of years. 
Eventually, an economy of different compo 
sition and at a different level may result. 
Discussed below are several illustrative 
cases.
The relationship between costs of produc 
tion at the site and price at distant markets 
often shifts as transportation costs decrease 
or increase. This is particularly true where 
price is determined at a central market (e.g. 
wheat) under circumstances in which no 
single producer, or region, exerts a strong 
enough influence to affect the price; thus re 
gional changes in transportation costs are not 
reflected in price. In this situation, with the 
price (and costs of production at the site) 
remaining constant, a decrease in transpor 
tation costs may result in an increase in the 
amount of resources involved in the produc 
tion of a commodity. High cost resources, 
previously sub-marginal, are now market 
able. Increasing transportation costs in a 
similar situation have, of course, an opposite 
effect, with the high cost resources becoming 
sub-marginal. The consequences have lo 
cational implications: there are changes in 
the areal extent of land devoted to the pro 
duction of the commodity involved; in the 
amount of labor and machinery applied per 
unit of area to the production of the com 
modity involved; and in the overall pattern 
of production as resources are shifted from 
or to the production of other commodities.
The situation described above is especially 
applicable to Montana. Because of the limi 
tations imposed by her semi-arid climate and
great distances from markets, and the fact 
that prices for some of her more important 
agricultural products are determined at cen 
tral markets, some producing areas fluctuate 
between being marginal and sub-marginal 
as the relationship between costs of produc 
tion and price varies. The same observation 
may be made for other activities, e.g. some 
mining operations. To the extent that chang 
ing transportation costs contribute to these 
shifting relationships, their impact is felt on 
the state’s economy.
Differential changes in transportation costs 
may have marked effects on the location of 
economic activity. Of especial importance 
are percentage changes in rates, in which the 
absolute amount of the change varies with 
the size of the base rate. Normally, the 
longer the haul, the larger the base rate and 
thus the greater the absolute increase or de 
crease.11 To illustrate how changes under 
these circumstances may affect the most 
economical location for carrying on an eco 
nomic activity, the situations at two hypo 
thetical competing sites (producing the same 
or substitutable commodities) before and 
after changes in transportation costs are ana 
lyzed. Suppose that Site A has the cheaper 
operation but that it is located at a greater 
distance from the market than Site B. At a 
given time it is -assumed that costs of produc 
tion at Site A are $6.00 per unit of weight and 
transportation costs to the market are $6.00 
per unit of weight; total costs are $12.00. At 
the same time it is assumed that costs of pro 
duction at Site B are $7.00, transportation 
costs $4.80; total costs are $11.80. Under this 
situation Site B would have the competitive 
advantage. But assume that transportation 
costs are reduced 33V3 percent; transporta 
tion costs are now $4.00 from Site A and $3.20 
from Site B. When added to the respective 
costs of production at the sites, the resultant 
totals are $10.00 for Site A and $10.20 for Site
"While the use of percentage increases in freight 
rates has been a common practice in recent years, 
in many cases “hold-downs” have limited the 
maximum increase in absolute amount, thus giv 






















D e c ...................... ........ ... 116.7 117.2 129.1 132.7 116.7 116.7 105.5 102.7 126.7 121.8 1
1957
J a n .............................. ... 112.3 118.4 114.5 123.6 116.7 116.7 104.1 104.1 124.8** 124.8** li
F e b ..................... ........ ... 111.4 119.1 110.9 125.5 116.7 116.7 95.9 104.1 126.7 124.8 i;
M a rch  .................... . 112.0 119.0 109.1 127.3 116.7 118.5 97.3 104.1 126.7 125.7 11
A p r il ___________ ... 115.1 118.8 112.7 134.5 118.5 120.4 97.3 102.7 121.8 121.8 11
M a y  ......................... ... 119.1 118.9 129.1 136.4 113.0 116.7 98.6 102.7 117.8 119.8
J u n e  ........ ............. ... ... 123.4 119.1 150.9 138.2 114.8 114.8 98.6 101.4 116.8 117.8 1(
J u ly  ____________ ... 124.9 119.2 154.5 140.0 118.5 114.8 101.4 101.4 112.9 114.8
Aug. — .... ... 124.9 118.2 154.5 136.4 116.7 113.0 101.4 100.0 105.9 105.9 li
Sept. ................ . .... 123.7 118.7 150.9 133.4 113.0 112.5 102.7 101.2 101.0 101.1 11
Oct. _______...__ ... 120.0 117.1 143.6 133.7 107.4 109.8 113.7 100.0 96.0 98.4 16
Nov. - ________ .... 116.8 116.2 134.5 131.7 105.6 105.9 109.6 102.6 95.0 94.3 14
Dec. __________ ... 113.8** 114.6** 127.S** 130.6** 101.8** 101.6** 101.4** 99.3** 95.0 91.9 11
1958





























Dec. ............... . ............... . 225.9 212.7 158.4 155.1 123.3 122.0 275.9 266.6 175.5 16*
1957
Jan. __________ ..................  222.9 213.5 170.5 166.7 96.8 96.7 275.1 270.8 168.4 16*
Feb. .......... ...... . 232.0 222.2 194.6 183.6 113.9 109.4 286.8 k 280.9 156.5 172
March — ............ ..................  217.2 219.8 190.0 184.5 114.0 112.3 292.8 284.3 160.3 172
April.......................................  227.5 228.9 161.1 151.1 132.5 122.6 290.8 287.9 168.5 181
May .... .............. .......... .......  224.5 230.5 147.4 145.8 107.1 100.0 299.3 297.5 156.9 166
June .... .............. ..................  212.9 222.0 155.2 60.0 78.4 76.8 301.7 294.6 173.0 174
July ............... . ................ . 189.2 203.6 150.6 166.4 81.8 85.7 307.3 298.9 171.0 176
Aug. -------------- ............. . 195.9 205.1 148.0 162.6 90.2 104.2 308.5 317.1 170.3 168
Sept........ ......... .... ............ ......  190.4 193.9 146.0 158.7 82.8 88.5 312.1 327.8 193.6 178
Oct...................... - ..... .......... . 175.2 173.8 152.0 149.6 85.9 85.8 304.9 329.6 190.4 167
Nov. ______ ___ . 180.5 169.3 141.8 133.1 74.0 73.8 301.7 307.2 182.8 168
D e c .__________ __ _______  183.2 172.8 141.9 139.0 72.1 71.3 304.5 294.5 187.3 180
1958 f
Jan. .................... ............... . 203.5 196.6 178.3 180
Adj.—Adjusted for seasonal variation.
1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- an 
month.
Unemployment Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings < 
4Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota U tilities Company, Pacific Pow* 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
7Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana com# 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
9Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department an< 
l°Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Servi 





T ransporta tion  
& Utilities Trade G overnm ent
*dj. U nadj. A dj. U nadj. A dj. U nadj. A dj.
42.5 95.9 98 .6 118.6 116.1 120.6 122.2
46.0 93.6 98 .6 110.6 116.7 120.2 123.3
49.4 93.6 99.1 109.4 116.9 120.2 123.7
47.1 93 .6 98 .6 110.0 116.4 120.6 123.3
39.1 95.4 98.2 113.3 116.4 121.0 122.2
41.4 98.6 97.7 116.1 116.7 123.0 121.4
39.1 100.0 97.3 120.6 116.7 126.1 121.0
40.2 101.4 96.4 121.7 116.9 126.8 124.5
36.8 101.4 95.5 122.8 116.9 126.5 125.3
39.2 100.0 96.1 121.4 116.6 126.8 125.2
36.7 97.3 94 .8 116.9 114.9 127.2 124.2
36.2 97.3 97.8 115.0 114.9 125.3 127.6
46.4 92 .3** 95 .0** 115.6 113.3 125.3** 127 .5?
57.0* 90.4* 95.0* 109.2* 1 1 5 .3 ' 123.3* 126.7*
Nonfs
rotal 





















,838 1,177 615 2,535 1,511 216 .7 126.9
,099 1,329 695 2 ,775 1,300 75.2 119.7
,987 917 405 1,499 1,166 82 .6 129.1
,049 1,211 266 2 ,178 1,394 103.8 138.4
,737 1,801 419 1,752 1,765 123.9 130.1
,215 1,760 185 1,937 1,333 120.8 123.9
,280 1,511 276 2 ,065 1,428 118.2 127.8
,258 1,549 288 1,753 1,668 116.6 124.7
,019 1,778 265 2,104 1,872 137.9 128.5
•,450 1,627 410 1,460 1,953 133.7 123.0
.,629 1,589 348 1,907 1,785 137.1 121.4
.,462 1,480 192 1,870 1,920 142.0 118.8
,616 1,767 443 1,915 1,491 205 .8 120.3
76.0 120.6
* — Preliminary *♦ — Revised
-time wage and salary workers who worked or received
Job
Applicants^
(N um ber) Carloadings8
Unadj. Adj. Unadj. Adj.
10,325 8,181 128.1 123.6 .... ..........
1956 
.... Dec.
14,792 8,315 109.6 120.6 ...............
1957 
_  Jan.
16,695 8,933 116.8 133.0 ............... .... Feb.
14,930 8,736 116.3 135.9_______ March
12,066 9,972 120.5 137.1 ............... ... April
9,032 11,234 129.3 136.0 ............... .... May
7,943 11,172 132.4 137.9 _______ _June
6,419 11,629 131.5 134.5 . .... July
5,872 15,332 141.5 132.5 . .... Aug.
6,328 16,020 137.0 122.8______ -_Sept.
8,041 16,614 153.1** 127.6** . . Oct.
12,564 15,047 141.3 117.0 ...............__ Nov.








(M ay 1950= 100)
1958 
_Jan.
Unadj. Unadj. Unadj. 1956
74.0 88.0 108.4 ... __ Dec.
75.0 88.0 108.6 -
1957 
__ Jan.
76.0 87.0 108.9 „ ...... Feb.
80.0 86.0 108.9 „ ...... ........ ....—— Mar.
85.0 86.0 106.7 ... - ___....... __  Apr.
86.0 84.0 109.1 ... ..... May
87.0 83.0 108.8 .. June
89.0 83.0 112.2 .....  July
91.0 80.0 116.3 . __—_— i-------- ..... Aug.
91.0 81.0 115.4 .. ... Sept.
89.0 82.0 112.4 . Oct.
90.0 81.0 112.4 .. .  . ..-------- 1 - -. --- Nov.
92.0 82.0 114.1 .. Dec.
95.0 81.0 114.0 -
1958 
__  Jan.
pay during the pay period ending nearest the 15th of the
?ht loaded at Montana points. Daily average.
Light Company, Bonneville Power Administration,, and the Bureau of Reclamation to commercial and industrial
s. Daily average.
,ral stores in Montana. Daily average.
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B. Under this situation, Site A would have 
the competitive advantage. A similar analy 
sis could be made for increasing transporta 
tion costs. Under this condition it would be 
possible for an industry with higher produc 
tion costs but closer to the market to gain a 
competitive advantage-
Many producing points in Montana are 
considerable distances from their markets, 
and some are low cost producers at the site. 
Under these circumstances it is clear that 
changes in transportation costs, especially 
those of the percentage type which as dis 
tances vary result in differential absolute 
changes, may have important consequences 
on Montana’s industries.
Changes in the nature of the traffic handled 
•and points served by the various modes of 
transportation also have an effect on the 
location of economic activity. Although the 
economy of the state as a whole may benefit 
from a widespread transportation net con 
sisting of competing modes of transportation, 
some producers may suffer as the relation 
ships shift. For example, as Mode of Trans 
portation A siphons off certain traffic from 
competing Mode B at a given point, it may 
mean that although some producers at that 
point have gained by reason of being able to 
utilize a service better suited to their needs, 
the burden of compensating for Mode B’s lost 
revenues will, in the form of higher rates and 
poorer service, fall on those producers who 
because of the nature of their product have 
no alternative but to use Mode B’s services. 
Further, it may mean that all producers at 
intermediate and other points served by Mode 
B but not by Mode A will also suffer as rates 
increase and frequencies of movement de 
crease, with eventual abandonment of Mode 
B’s service always a possibility.12
’“Historically, changes in the importance of modes 
of transportation, and the re-routing of traffic, 
have affected whole communities in the state. The 
situation at Fort Benton is a case in point. For 
several decades following 1860, this community, 
at the head of navigation on the Missouri River, 
was a principal trans-shipping point, and the hub 
of a network of pack trails and stage and freight 
roads. It was one of the best known communities 
in the state. However, with the coming of the
Improvements in technology in transpor 
tation, although on the whole beneficial in 
that eventually they should be reflected in 
lower transportation costs, often are respon 
sible for the relocation of activities. For ex 
ample, with the recent dieselization of rail 
roads there has been a shift in servicing 
points, with some places gaining in relative 
importance (e.g. Livingston) and others los 
ing (e.g. Missoula and Helena). Other con 
sequences with locational implications in 
clude the decreased use of coal and the in 
creased use of petroleum products.
Location of Manufacturing Plants. The 
field of manufacturing provides an interest 
ing illustration of how transportation costs 
determine the location of economic activities. 
In many cases, the general location of manu 
facturing plants is determined by the re 
lationship between accessibility (measured in 
terms of transportation costs) to raw ma 
terials and accessibility to markets, with the 
optimum location that where total transpor 
tation costs are a minimum.13
railroads, water transportation was reduced to a 
subordinate position and the importance of Fort 
Benton was virtually lost.
MAlthough the general location of many manufac 
turing plants, at both primary and intermediate 
stages, can be relatively simply explained in terms 
of the relationship between transportation costs 
for raw materials and finished products, it is not 
possible to so treat all plants. For example, some 
industries are “power-oriented”; i.e. such a large 
proportion of the total costs of production are at 
tributable to power, that it is necessary to locate 
plants near a power source. In Montana, this 
means that the principal locational factor for such 
industries is proximity to hydroelectric power; 
thus the refining of alumina into aluminum at 
Columbia Falls and the refining of copper, zinc 
and manganese at Great Falls.
In the final analysis the exact location of a plant 
is determined by the resultant of many factors, al 
though of varying importance, including in addition 
to those mentioned, the following: the availability 
of labor of the requisite skill, wage rates, degree of 
unionization, labor legislation; the availability of 
capital; construction costs, building ordinances, 
zoning regulations, taxes, water supply; sewage, 
waste disposal, smoke and fumes restrictions; 
climate, topography, geology; the cultural back 
ground of the community, the attitude of the com 
munity toward the industry, etc.
10
This m-ay be rather simply explained by 
resorting to the use of the ratio between the 
weights of the raw material and the finished 
product, and the ratio between the freight 
rates per unit of weight for the raw material 
and the finished product. Where there is 
considerable reduction in weight in the raw 
material in the manufacturing process with 
out a commensurate increase in the freight 
rate per unit of weight for the finished
nroduct ( i e weight of r m~ v  ratc for rm- p i u a u c i   ̂ X. e. w eigh t of f.p. rate for f.p.
is greater than unity; or, otherwise expressed, 
total freight charges per unit of distance for 
the raw material are greater than total freight 
charges per unit of distance for the finished 
product), plants tend to be located near the 
source of the raw material in order to mini 
mize transportation costs. Such industries, 
including those whose raw materials are re 
latively perishable, are often referred to as 
being “raw material-oriented”. Examples in 
Montana are the smelting of copper, zinc and 
manganese; the milling of timber; the refin 
ing of sugar beets; and the manufacture of 
dairy and other agricultural products.
On the other hand, where the relationship 
is such that total freight charges per unit of 
distance for the raw material are less than 
those for the finished product, plants tend to 
be located near the market. Such industries, 
referred to as being “market-oriented,” often 
include those in which the finished product 
has greater weight than the raw material or 
those in which there has been an increase 
in freight rate as the result of changes in the 
product as follows: greater volume per unit 
of weight, greater perishability, greater frag 
ility, more dangerous to handle (explosive, 
corrosive or contaminating), or consists of 
goods moving in smaller lots.14 Also included 
are industries the finished product of which 
is designed to meet customers’ specifications, 
requiring prompt delivery on short notice,
“It is noted that all processed goods tend to have 
some increase in freight rate since in the manu 
facturing process value has been added, and the 
ability of the product to bear a higher rate has 
increased.
and subject to change. A few examples, 
widely distributed throughout the state, are 
bottling works, bakeries, metal and wood 
fabrication plants, etc.
In the foregoing discussion it was assumed 
that there was a single raw material drawn 
from a single source, and a single finished 
product distributed in a single market. This 
situation, of course, would obtain in only a 
limited number of cases. More frequently, 
the situation is one in which there are several 
raw materials drawn from several, perhaps 
widely dispersed, sources and moving in 
varying volumes; and several finished pro 
ducts distributed in several, perhaps widely 
dispersed, markets in varying volumes. Then 
too, labor, fuel and power may be drawn 
from various sources. Thus, a large number 
of transportation charges based on various 
weights and rates may be involved. Under 
these circumstances, complicated as they may 
be by “intransit privileges”15 and “basing
“An “intransit (or “transit”) privilege” refers to the 
unloading of carload shipments at a point inter 
mediate to the final destination for processing, 
storage and the like, with re-shipment at a later 
date to the final destination. The transportation 
charge for the entire transaction is based on the 
through rate from point-of-origin to final destina 
tion, rather than the combination of local rates 
from point-of-origin to intermediate point and 
from intermediate point to final destination. Be 
cause of the “tapering” (lesser rates per unit of 
distance as distance increases) common to freight 
rates, the use of the through rate as the base rather 
than the combination of the two local rates results 
in lower overall transportation costs. In practice, 
a charge for the local rate from point-of-origin to 
intermediate point is paid at the time of the initial 
shipment; and the through rate (adjusted for dif 
ferences in the nature of the commodity resulting 
from processing) minus the first charge, plus a 
nominal transit charge, is paid when the shipment 
from intermediate point to destination is made. 
Examples in Montana are creosoting and other pro 
cessing of forest products, milling operations, etc. 
The significance of the “intransit privilege” in 
locational economics is that it tends to equalize 
intermediate points with those at origin and desti 
nation. In the absence of the “intransit privilege,” 
plants tend to be located either near the source of 
the raw material or the market (depending on the 
orientation) in order to take full advantage of 
“tapering” rate scales.
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point” pricing systems,10 the most economi 
cal location for a plant is more difficult to de 
termine. And the site selected, based on the 
resultant of these multifarious forces, may 
not be physically near either sources of raw 
materials, markets, or the other factors, but 
may occupy an intermediate position.
Since a delicate balance is here involved, 
changes in transportation costs, especially 
those of a differential nature, often have an 
effect on the most economical location for 
manufacturing plants, with the impact great 
est on those plants whose transportation 
costs are a large proportion of the total costs 
of production.
Thus, even though a change in transpor 
tation costs may be considered an improve 
ment by many, in that costs for particular 
commodities or hauls are lowered, the effect 
on certain manufacturers may be detrimen 
tal, since it impairs the locational balance of 
their plants, making other locations more 
economical. In those cases where the fixed 
investment is low and otherwise there is re 
lative ease in exit and entry, the industry may 
migrate to the more economical location. On 
the other hand, where the fixed investment 
is high or otherwise there is lack of ease in 
exit and entry, the industry may not be able 
to migrate and may find itself in financial 
straits as the result of its weakened competi 
tive position.
Regional Division of Labor. Related to the 
foregoing section on the location of economic 
activity is a discussion of the effects of im 
proved transportation on the regional (geo 
graphical, territorial) division of labor. Here,
'"A “basing point” pricing system is an F.O.B. Desti 
nation method of pricing, with transportation 
charges based on the haul from a basing point, 
which in many cases is not the actual shipping 
point. In some cases the actual shipping point is 
a greater distance from the destination than the 
basing point, while in other cases the distance is 
lesser. But in either case the transportation charge 
is that from the basing point.
The significance of the “basing point” pricing sys 
tem in locational economics is that the value of 
geographical proximity to the actual shipping point 
is negated, with proximity to the basing point be 
coming the important factor.
however, our thinking generally is in terms of 
larger areal units—of regions which may en 
compass major portions of the state, or per 
haps substantial portions of the country.
The regional division of labor may be de 
fined as regional specialization in carrying on 
an economic activity because of some advan 
tage, absolute or comparative, stemming from 
the nature of the natural and/or human re 
sources.
By absolute advantage is meant a situ 
ation in which the natural and/or human re 
sources of a given region are better adapted 
to producing a given product than are the 
resources of other regions, and, on the other 
hand, the resources of the other regions are 
better adapted to producing other commodi 
ties. Under this situation each region often 
specializes in the production of the good(s) 
in which it has the absolute advantage, ex 
changing its surplus (es), to the extent that 
demand permits, for those in other goods 
created elsewhere. An example in Montana 
is the specialization in the production of 
copper, in which the state is richly endowed, 
and which can be produced more cheaply 
here than in many other parts of the country. 
The surplus of copper is exchanged for the 
surpluses of other goods more cheaply pro 
duced elsewhere, e.g. certain manufactured 
goods.
In addition to the situation described above, 
there is one in which a region may be at an 
absolute disadvantage to another region (s) in 
the production of more than one commodity 
and still specialize in the production of one 
of them. In this case, known as comparative 
advantage, the first region may specialize 
in producing that commodity in which it is 
at the least disadvantage, with the other re 
gion (s) producing the commodity (ies) in 
which it is at the greatest advantage. The 
surpluses -are exchanged to the extent de 
mand permits as under absolute advantage. 
An example in Montana is the specialization 
in the production of certain kinds of wheat. 
Although Montana is not the best place to 
grow such wheat because of climatic defi 
ciencies, it is more economical for other re-
12
gions with optimum climatic conditions to 
specialize in the production of other crops, 
e.g. corn in the Corn Belt (Iowa, Illinois, Indi 
ana, Ohio and adjacent states), leaving to 
Montana and other states with similar physi 
cal characteristics the specialization in 
wheat.17
Some economists believe that the most im 
portant contribution of improved transpor 
tation lies in the fact that it permits a system 
of production by which regions specialize in 
producing goods under conditions of absolute 
and comparative advantage. Without trans 
portation, and thus exchange, such a system 
is not possible, and each region (and for that 
matter each producer) must operate on a 
self-sufficient basis, producing all of the 
goods it needs. With the various regions 
differently endowed in natural and human 
resources, this means that in each region 
some of the resources are being used to pro 
duce goods which could more economically 
be produced in another region.
But with the introduction of transporta 
tion, exchange between the regions becomes 
possible. Now each region can specialize in 
producing the good(s) for which it has an 
advantage, exchanging its surplus (es) for 
those in other goods created elsewhere. This 
more economical allocation of natural and 
human resources results in a greater total 
product per unit of resources (or, in other 
terms, per unit of the factors of production— 
land, labor, capital and business enterprise). 
Further, with the larger volumes of produc 
tion in a given good in a given region, larger
"Comparative advantage in agricultural production 
is explainable when it is realized that the various 
crops have different physical requirements, some 
time called “limits.” Some crops can be grown 
under a wide range of physical conditions, while 
others are limited to a rather restricted range. 
The physical conditions themselves differ areally, 
of course, with variance in temperature, precipi 
tation, soil and topography. Under this combin 
ation of circumstances, a pattern of development 
tends to exist in which the crop with the nar 
rower limits takes the land having the more 
favorable conditions, while the crop with the 
broader limits is relegated to the land having the 
less favorable conditions.
scale production becomes possible, with the 
concomitant economies earlier described. 
(See Costs of Production of the Individual 
Firm.)
The greater the improvement in transpor 
tation, as reflected in lower transportation 
costs, the more readily trade may be carried 
on, and the greater the degree to which the 
regional division of labor can be put into 
effect-
It should be realized, however, that there 
are disadvantages to such a system. The 
region (and the individual producer) is de 
pendent on other regions (and other pro 
ducers) for most of the goods consumed. Thus 
any interruption to trade may be calamitous. 
Further, since “all of the eggs are in one 
basket,” a decrease in demand, as reflected 
in price, for the specialized product leaves 
the region in a vulnerable position, since it 
may not be possible to shift readily to the 
production of other goods. As the result, the 
economy may suffer frequent and severe fluc 
tuations in income and employment. The 
current situation in Montana in copper and 
lumber production illustrates this point. Ad 
verse weather conditions, the ravages of in 
sects and plant diseases, the exhaustion of 
mineral and soil resources, etc. have a similar 
effect. Also, if production is of a seasonal 
nature, or varies to a marked degree with 
the business cycle, there may be extended 
periods of time during which machinery and 
labor are idle, with no alternative use. In 
short, the advantages of diversification are 
lost.18
Other Effects of Improved 
T ransportation
It is not intended that a detailed descrip 
tion of all the effects of improvements in 
transportation be furnished. Worthy of men 
tion, however, are increases in real property 
values in the areas affected by improved 
transportation; and of especial importance
’"It is noted that the natural and human resources, 
and distances from markets, of some regions are 
such that a diversified economy would not be pos 
sible in any event.
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to Montana, with her wealth of scenic and 
other attractions, a favorable effect on the 
tourist industry.
Political effects with economic implica 
tions are the establishment of a greater de 
gree of unity within the state and as between 
the state and other states; and greater ease 
in the maintenance of law and order.
Perhaps the ultimate test is the sociological 
effect. Improvements in transportation result 
in a higher standard of living with a greater 
variety of goods at lower prices. Culture and 
education are promoted and sectionalism is 
reduced. There is a redistribution of popu 
lation with a trend to urbanization and sub 
urbanization.
Conclusion
From the preceding discussion it is clear 
that improvements and impairments in trans 
portation in the form of changes in rates, 
speed, reliability and flexibility, as meas 
ured by transportation costs, set into motion 
a series of forces, the reverberations of which
are felt throughout the economy, in many 
cases with a multiplier effect. To some de 
gree, perhaps not measurable or even recog 
nizable, all of the state’s residents feel the 
consequences. While the improvements are 
desirable since they permit a higher level of 
economic development, it must be remem 
bered that some regions and persons may 
have to make adjustments-
Because the nature of the various economic, 
political and social phenomena discussed is 
not determined solely by transportation costs, 
but is the resultant of several, perhaps many, 
factors, an improvement in transportation is 
not necessarily reflected in a more favorable 
condition, since the improvement may have 
been offset by one or more of the other fac 
tors working in the opposite direction. An 
impairment in transportation may similarly 
be offset. A final comment is that since 
transportation costs are a larger proportion 
of total costs in Montana than in most parts 
of the country, changes in transportation 
costs have a greater impact on Montana’s 
economy than is true in those other regions.
LOCAL BANK DEBITS'— 
(1947-1949=100)
Billings Butte Glendive G reat Falls Kalispell Malta Miles City Missoula
1956
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
Dec. ... 
1957
... 204.7 195.5 160.4 151.8 211.4 186.9 153.4 157.3 197.9 193.6 155.2 130.0 133.6 117.2 190.2 196.6
Jan . ....... 189.8 192.3 150.2 153.6 178.1 181.0 173.6 163.4 168.6 174.6 128.7 128.1 118.5 122.2 168.0 172.0
Feb. ....... 177.9 195.5 149.3 161.8 176.5 200.8 156.0 167.6 156.6 177.9 106.5 130.4 105.8 126.1 166.5 181.4
March . 178.6 200.6 159.3 156.4 178.5 193.2 150.5 164.9 149.8 173.2 108.5 130.0 104.2 121.6 163.0 180.6
April .... 193.4 203.1 166.8 169.0 197.7 206.2 159.2 165.3 152.5 170.6 131.8 137.2 110.4 126.3 173.6 176.8
May ... 190.0 203.2 138.1 150.1 185.3 208.2 139.1 156.3 165.5 168.0 120.3 132.4 104.0 125.6 173.0 180.8
June _  189.8 200.5 171.5 159.2 202.9 215.7 155.0 161.0 180.8 176.2 125.3 131.8 106.2 119.5 185.0 178.6
Ju ly  ....... 198.6 203.3 155.2 156.6 188.5 207.8 153.1 155.1 187.9 167.2 118.5 136.1 111.4 121.2 186.6 181.0
Aug. ... ... 200.0 198.0 139.0 138.3 188.1 196.1 160.4 163.0 190.5 187.5 115.1 128.4 121.0 125.6 187.9 186.7
Sept. ... 222.9 210.7 154 7 159.3 201.3 197.6 179.4 159.9 198.0 177.5 158.5 156.7 155.4 145.2 216.6 207.1
Oct. .. 232.4 203.0 143.5 134.5 230.4 197.4 169.1 142.9 178.4 170.2 147.9 116.4 162.0 115.8 210.0 195.0
Nov. ... ... 221.0 193.7 137.0 134.7 265.0 213.7 150.0 145.2 178.7 168.1 173.7 134.2 187.7 150.2 197.7 189.5
Dec. ... 
1958
.... 217.5 207.3 149.0 141.8 232.6 206.2 155.4 160.0 188.8 184.0 171.7 144.6 158.8 139.7 233.3 228.5
Jan . ...... 207.4 209.7 135.7 139.2 242.6 247.8 163.0 153.3 166.1 170.9 145.6 144.6 139.7 144.0 197.8 202.2
Adj.—A djusted for seasonal variation 
’Computed from reports of Federal Reserve Bank of Minneapolis. Daily average.
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Montana State University Offerings in Business Administration,
Economics and Related Fields
At this time of the year, many high school students 
and their parents, with an autumn (or summer) en 
rollment in mind, are examining the catalogs of 
various colleges and universities, often to obtain 
information on a particular field of study. Some 
times it is difficult for the reader to grasp the full 
range of available courses in that field. This is true 
because not all of the related offerings are usually 
found in one section of a catalog as a result of the 
arrangement of courses by school and department. 
In view of these circumstances, it was felt that a 
summary of the offerings at Montana State Univer 
sity in the general fields of business administration 
and economics would not be amiss in this issue 
of the Montana Business Review.
The courses can be divided into three broad cate 
gories: those offered by the School of Business Ad 
ministration; those offered by the Economics De 
partment in the College of Arts and Sciences; and 
those offered by other departments in the College 
of Arts and Sciences and by the various Schools 
which, although integral parts of other disciplines, 
are also closely related to Business Administration 
and Economics.
School of Business Administration
Completion of the requirements (normally, two 
years of general university and prerequisite work, 
with a “C” average or better, and two years of work 
in the School of Business Administration) leads to 
the degrees of Bachelor of Science in Business Ad 
ministration or Bachelor of Arts with a major in 
Business Administration. Areas of concentration 
include accounting, banking and finance, industrial 
organization and management, marketing, general 
business and secretarial science. Also, a combined 
curriculum is offered in Business Administration 
and Law; the normal six year course in Law may be 
so arranged as to include a degree in Business Ad 
ministration. Courses offered are listed below.*
ACCOUNTING 
E lem entary  (201-2) 
In term ediate  (203-4) 
A dm inistrative (205) 
Advanced (301-2) 
Cost (303-4)
Incom e Tax (401-2) 
A uditing (403-4)
System s (405)
M anagerial (406) 
A dvanced P roblem s (407) 
Sem inar (419)
P ractices—for graduate?.
g raduates (503) 
(504)
M unicipal (305)
C ontrollership Princip les and 
(502)
C ontem porary Thought and P rac tice—for 
Theory of Incom e D eterm ination—for graduates
BANKING AND FINANCE 
Financial O rganization (320)
Business Finance (322)
Comm ercial B anking (323)
Real Estate (324)
Personal Investm ents (329)
Principles of Insurance (330)
Life, A ccident and H ealth  Insurance (331)
P roperty  and Casualty Insurance (332)
Investm ents (420)
Business Cycles and Business Forecasting (421-2) 
M ortgage B anking (423)
Money M arkets and Fiscal Policy (424)
Sem inar (439)
Theory and M anagem ent of C entral B anking—for g rad  
uates (520)
Problem s of C orporate F inancial M anagem ent—for g rad  
uates (521)




Industria l O rganization and M anagem ent (340)
T raffic M anagem ent (341)
A m erican Industries  (344)
M anagerial Economics (347)
Personnel M anagem ent (441-2)
R egulation of Industry  (444)
A dm inistration and Business Policies (446)
M anagem ent Sem inar (449)
Econom ics of Business M anagem ent—for graduates 
(541-2-3)
Thesis—for g raduates (699)
STATISTICS 
In troducto ry  Business S tatistics (350)
Applied Business S tatistics (351)
Tim e Series A nalysis (451)
O perations A nalysis and P lann ing  (453)
MARKETING
M arketing P rincip les (360)
Industria l and Com m odity M arketing (361)
R etailing P rincip les (362)
A dvertising Princip les (363)
Sales and Sales A dm inistration (364)
Foreign T rade (460)
R etailing Problem s (464)
C redit and C redit A dm inistration (465)
M arketing R esearch (466)
M arketing Sem inar (479)
M ark e tirg  Theory—for g raduates (560)
M arket Research, Analysis, and Sales P lann ing  — for 
g raduates (564)
Problem s—for g raduates (565)
SECRETARIAL SCIENCE 
T ypew riting (180 to 183)
S tenography (184 to 191)
Office M achines P ractice  (192)
Secretarial P ractice  (193, 382)
Records M anagem ent (194)
Office M anagem ent (383)
Economics Department
COLLEGE OF ARTS AND SCIENCES
Completion of four years of work is required for 
the Bachelor of Arts degree with a major in Eco 
nomics; further study leads to the Master of Arts 
degree with a major in Economics. Areas of em 
phasis include general economic theory, labor eco 
nomics, utility economics, economics of finance, 
international economics and economics of consump 
tion. Combined majors are offered in Economics 
and Political Science or Sociology. Also, the nor 
mal six year course in Law may be so arranged 
as to include a Bachelor of Arts degree with a major 
in Economics. Courses offered are listed below.*
C ultural Economics (101)
Princip les of Economics (201-2-3)
E lem entary  Social S tatistics (205)
Money an a  B anking (301)
Public F inance (304)
S tate and Local Taxation (305)
In term edia te  Economic Analysis (311)
D evelopm ent of Economic Theory (315-6)
Labor Economics (321-2)
Industria l Relations (324)
Social Insu rance (325)
In troduction  to In terna tiona l Economics (331-2) 
Economics of Consum ption (338)
Location of Economic A ctivity (340)
W orld Resources and Industries (344)
Public U tility  Economics (365)
♦It is noted th a t p rerequ isite  courses, and certain  courses 
requ ired  fo r a degree, are  not necessarily  included in the  
list. Also, not all of th e  courses listed are  necessarily 
offered during  each session. The num bers in parentheses 
are  the  course num bers as show n in the  catalog. Each 
num ber represen ts a q u a rte r’s work.
Economics of T ransporta tion  (369-70)
Com parative Economic System s (374)
Monopoly and Com petition (376)
Economics of M ontana (378)
A gricultural Economics (380)
C ontem porary Economic Problem s (382)
M onetary Theory (408)
Advanced Economic Analysis (410)
Advanced Problem s (490)
Sem inar in Economics (495)
G raduate R esearch (501)
Thesis (699)
Related Offe rings
A wide range of courses related to the fields of 
Business Administration and Economics is to be 
found in the other departments of the College of 
Arts and Sciences, the School of Forestry and the 
School of Law. Some of the more closely related 
are as follows:*
L etter and R eport W riting (English 304)
Forest Economics (Forestry  421)
Ranee Economics (Forestry  463)
Public A dm inistration—for graduates (Forestry  520) 
Economic G eography (G eograohy 211-2-3)
G eography of the Pacific N orthw est (G eography 320) 
Economic H istorv: Europe, England, U nited States 
(H istory 333. 348, 374)
H istory: N orthw est, M ontana (387-8-9)
Institu tional O rganization and M anagem ent (Home Eco 
nomics 433)
Food Cost Control (Home Economics 434)
Comm ercial T ransactions (Law)
C ontracts (Law)
Federal Taxation (Law)
Labor Law  (Law)
Trade Regulations (Law)
M athem atics fo r Business S tudents (M athem atics 112) 
S tatistics (M athem atics 125)
Statistical M ethods (M athem atics 302-3)
Public A dm inistration (Political Science 361-2-3, 375) 
G overnm ent Regulation of Business (Political Science 
365)
G overnm ent: M unicipal. S tate (Political Science 381, 383) 
Problem s of M ontana G overnm ent (Political Science 
387-8-9)
Psychology of Business (Psychology 241)
Personnel Psychology (Psychology 342)
Industria l Psychology (Psychology 343)
Industria l Sociology (Sociology 309)
Business and Professional Speech (Speech 316)
The School of Journalism offers curricula leading 
to degrees of Bachelor and Master of Arts in 
Journalism. Some of the courses included may be 
of considerable interest to students majoring in 
Business Administration or Economics; for example, 
Radio and Television (140), History and Principles 
of Journalism (290), Promotion and Public Rela 
tions (335), Newspaper Management (352) and Ad 
vertising (360 to 364).
The courses above-described are given during the 
regular school year (September to June) between 
8:00 a.m. and 5:00 p.m. to in-residence students. 
For those who wish to attend the University during 
the summer months, it is possible to complete 
credits equivalent to a quarter’s work in selected 
subjects during the period June 16 to August 22. 
For those unable to attend the University during the 
daytime, courses are offered in the evening during 
the regular school year; and for those unable to 
attend the University at any time, Home Study 
courses are available. These offerings are listed 
below.*
Summer College
SCHOOL OF BUSINESS ADMINISTRATION 
E lem entary  A ccounting (201)
C.P.A. Coaching Course (A ugust 11 to 22) 
Personal Investm ents (329)
In troducto ry  S tatistics (350)
Business Cycles (421)
A m erican Industries (344)
Business Law (357)
Personnel M anagem ent (441)
R egulation of Industry  (444)
Salesm anship (368)
ECONOMICS DEPARTMENT 
COLLEGE OF ARTS AND SCIENCES
Principles of Economics (201-2-3)
Money and B anking (301)
Labor Economics (321)
In troduction  to In terna tional Economics (331-2) 
Economics of Consum ption (338)
Com parative Econom ic System s (374)
Economics of M ontana (378)
C ontem porary Economic Problem s (382) 
Advanced Problem s (490)
G raduate R esearch (501)
Thesis (699)
RELATED OFFERINGS
Economic H istory (H istory 333, 348)
M ontana H istory (H istory 369)
S tatistics (M athem atics 125)
Industria l Sociology (Sociology 309)
Business and Professional Speech (Speech 316)
Night School
E lem entary  A ccounting (Bus. Ad. 201-2) 
Business Law (Bus. Ad. 357)
Office M achines P ractice (Bus. Ad. 192) 
Business and Professional Speech (Speech 316)
Home Study
SCHOOL OF BUSINESS ADMINISTRATION 
E lem entary A ccounting (201-2)
Business Law (357-9)
Business Finance (322)
M arketing Princip les (360)
ECONOMICS DEPARTMENT 
COLLEGE OF ARTS AND SCIENCES 
Principles of Economics (201-2-3)
Money and B anking (301)
Public Finance (304)
Labor Economics (321-2)
Public U tility Economics (365)
A gricultural Economics (380)
RELATED OFFERINGS
L etter and R eport W riting (English 304) 
S tatistics (M athem atics 125)
Catalogs containing complete descriptions of the 
listed and other courses, directories, organizational 
information, and requirements for admission and 
graduation can be secured from the following offic 
ials at Montana State University, Missoula, Montana.
Regular (day) school: Registrar
Summer College: Director, The Summer College
Night School: Director, Public Service Division
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Included in this issue of the Montana Business Review are two articles 
which were presented in the form of addresses before the Second Montana 
Community Development Conference. Co-sponsored by the Montana State 
Planning Board and Montana State University, the conference was held on 
January 23 and 24, 1958 at the Hotel Finlen, Butte, Montana. The titles and 
authors are as follows:
Welcoming Remarks ...__________________________ __ _ Carl McFarland
Industrial Development in an Agricultural Area _____.....   Randall T. Klemme
Other addresses were published in the January issue. In addition, a 
Proceedings, summarizing the entire conference, will be published in the 
near future.











F e b . .... 177.9 195.5 149.3 161.8
M a rc h -  178.6 200.6 159.3 156.4
April .... 193.4 203.1 166.8 169.0
M a y  ....... 190.0 203.2 138.1 150.1
J u n e .. 189.8 200.5 171.5 159.2
J u l y  ...... 198.6 203.3 155.2 156.6
Aug. ... . 200.0 198.0 139.0 138.3
S e p t. ... 222.9 210.7 154.7 159.3
O ct. ... 232.4 203.0 143.5 134.5
N ov.__ ... 221.0 193.7 137.0 134.7
D ec . ... 
1958
... 217.5 207.3 149.0 141.8
J a n .  .. .. 207.4 209.7 135.7 139.2
F e b . -  185.7 203.8 133.4 145 2
M a rc h .. 199.8 225.5 133.5 130.4
G le n
U n a d j.
d iv e
A d j .
G r e a t




U n a d j.
spell
A d j .
176.5 200.8 156.0 167.6 156.6 177.9
178.5 193.2 150.5 164.9 149.8 173.2
197.7 206.2 159.2 165.3 152.5 170.6
185.3 208.2 139.1 153.3 165.5 168.0
202.9 215.7 155.0 161.0 180.8 176.2
188.5 207.8 153.1 155.1 187.9 167.2
188.1 196.1 160.4 163.0 190.5 187.5
201.3 197.6 179.4 159.9 198.0 177.5
230.4 197.4 169.1 142.9 178.4 170.2
265.0 213.7 150.0 145.2 178.7 168.1
232.6 206.2 155.4 160.0 188.8 184.0
242.6 247.8 163.0 153.3 166.1 170.9
203.3 231.5 135.6 145.8 145.1 164.1
209.4 226.1 129.7 142.0 130.1 150 4
Adj.—A djusted fo r seasonal variation  
of M inneapolis. Daily average.
Malta Miles City Missoula
U nadj. Adj. U nadj. Adj. U nadj. A dj.
106.5 130.4 105.8 126.1 166.5 181.4
108.5 130.0 104.2 121.6 163.0 180.6
131.8 137.2 110.4 126.3 173.6 176.8
120.3 132.4 10 4.0 125.6 173.0 180.8
125.3 131.8 106.2 119.5 185.0 178.6
118.5 136.1 111.4 121.2 186.6 181.0
115.1 128.4 121.0 125.6 187.9 186.7
158.5 15S.7 155.4 145.2 216.6 207.1
147.9 116.4 162.0 115.8 210.0 195.0
173.7 134.2 187.7 150.2 197.7 189.5
171.7 144.6 158.8 139.7 233.3 228.5
145.6 144.6 139.7 144.0 197.8 202.2
125.0 153.6 109.5 130.2 162.3 177.0
116.0 138.4 112.5 131.4 195.0 217.1
C om puted  from  reports of Federal Reserve Bank
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Bank Debits and Economic Activity in Eight 
Montana Communities, 1947-57
EDWARD J. CHAMBERS, Associate Director, Bureau of Business and Economic Research
Montana State University, Missoula
An intensive examination has been made 
of postwar monthly bank debits in eight Mon 
tana communities, Billings, Butte, Glendive, 
Great Falls, Kalispell, Malta, Miles City and 
Missoula. These debits are now published in 
both a raw and a seasonally adjusted basis 
in the Montana Business Review.1 The com 
munities were chosen to include several of 
the major cities in the state, to obtain a good 
geographical representation, and to cover 
communities with somewhat differing eco 
nomic resource bases.
Each local debit series is examined for com 
parative seasonality as between 1948 and 1956; 
differences in seasonal pattern amongst the 
communities are also discussed.
Analysis of the seasonally adjusted figures 
shows that business activity has been ex 
panding much more sharply in some com 
munities than in others. In assessing the 
differing growth rate of community debits 
over the decade, reference is made to changes 
in local or county business structure as re 
vealed in the business censuses of 1948 and 
1954.
Finally, attention is given to the sensitivity 
of these communities to the business cycle 
and comparison is made with periods of 
expansion and contraction in the national 
economy, in national bank debits and in state 
wide bank debits.
The Composition of Bank Debits 
The last several years have seen a renewed 
interest in monetary topics. This has been 
accompanied by re-examination of available 
monetary statistics to see if they do not have 
a more general application in economic and 
business analysis. One such monetary series 
is bank debits.
‘For a discussion of seasonally adjusted business 
indicators see the September 1957 issue of the 
Montana Business Review.
Bank debits are collected by the Federal 
Reserve System and published monthly for 
344 centers. The statistical composition of 
the series includes:
a) checks drawn against the deposit ac 
counts of private and corporate individuals, 
states and their political sub-divisions;
b) payments from trust and escrow ac 
counts.
Payments by check account for settlement of 
the vast proportion of the value of all trans 
actions. Nationally this amounts to about 90 
percent with the remaining 10 percent being 
made in cash or by barter.
Payments made by check encompass the 
following transactions:
—payments for goods and services cur 
rently exchanged; payments for goods may 
represent settlement for the purchases of 
newly produced or of used commodities. 
In the latter case the payment represents 
compensation for a transfer of title to exist 
ing property, such as the ownership of real 
estate.
—payments in total or partial settlement of 
past debts whether of a short or long term 
nature. An example would be monthly 
amortization payments on a personal loan, 
or on a residential mortgage.
—payments which transfer funds in settle 
ment of changes in ownership of intangi 
ble property such as bonds or stocks.
—payments which exchange one form of 
money for another (for example, exchange 
of a check for currency) and transfers be 
tween bank accounts.
—payments made to or received from an 
intermediary (for example, a broker) which 
represent a single transaction but involve 
two or more debits.
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Bank Debits and Economic Activity
Debits are much more comprehensive than 
measures of the current production of goods 
or services. To illustrate, Gross National 
Product in 1957 totalled at current prices 
about $433 billion, while checks cashed and 
other bank debits amounted to $2,356 billion. 
The all-inclusive nature of the series raises 
the question whether it is so comprehensive 
as to bear little relation to factors of current 
economic significance. That is, since debits 
include transactions having little or no eco 
nomic significance do they bear any relation 
ship to the national production of goods and 
services? A second question follows even if 
there is an affirmative answer to the first, 
and that is if local bank debits are represen 
tative of business trends in the communities 
for which they are tabulated.
From an examination of the relation be 
tween bank debits and gross national pro 
duct over the period from 1929 through 1956, 
it is apparent that changes in bank debits 
for 343 centers outside of New York City 
nearly parallel changes in production.2 New 
York City is excluded because bank debits in 
the latter are very heavily weighted by “fin 
ancial” transactions, e.g. transfers of title to 
outstanding securities, and its inclusion dis 
torts an otherwise relatively close relation 
ship. Though the correspondence between 
changes in debits and national product is 
meaningful, it is far from perfect, but to ex 
pect perfection is unrealistic if one keeps in 
mind the statistical composition of bank deb 
its. In sum, there have been times when a 
gap between changes in the volume of checks 
written and production occurred—as in 1929- 
30, during World War II, and with accelerated 
use of money in the past three years—but the 
fact remains that changes in the value of 
production conform reasonably well with 
changes in bank debits. A corollary of this 
is that changes in the total dollar volume of 
transactions bear a fairly close resemblance 
to changes in the current value of production.
2Monthly Review of the Federal Reserve Bank of 
St. Louis, November 1956.
Bank Debits as a Measure of
Local Activity
The second question is whether this es 
tablished national relationship is applicable 
at the local level. For many communities, 
particularly the smaller ones, the truth is 
that bank debits are the only reasonably 
sensitive indicators of business activity avail 
able on a monthly basis. Thus, it is difficult 
to say with precision how well monthly 
changes in bank debits correlate with changes 
in the volume of productive activity in the 
locality.. It appears wisest to assume that all 
of the limitations regarding the use of bank 
debits as business indicators on the national 
level should also be applied to those recorded 
locally.
But there is one additional qualification 
that the analyst should keep in mind when 
he uses local debits. This arises from the 
fact that contiguous market areas have a con 
siderable degree of overlap. If X and Y are 
two towns some fifty miles apart it is quite 
possible that the trading area of X interlocks 
to an extent with that of Y. Hence, if a 
check is written against a bank in Y it will 
be included in Y’s monthly debit total but 
there is no guarantee that this will represent 
a transfer of funds having economic signifi 
cance for Y. For example, expenditures made 
by consumers or business firms in Billings 
may have been completed by checks drawn 
upon a Laurel bank. The value of the trans 
action would appear in Laurel debits, but 
would have had no productive counterpart. 
What these limitations stress is the caution 
necessary in using local debits for the analysis 
of local business conditions. However, once 
the qualifications are understood it is still 
fair to say that this compilation is the one 
and only reasonably adequate monthly indi 
cator applicable to the majority of communi 
ties in the country and in the state.
The Seasonality in Local Bank Debits
The seasonality in local bank debits is gen 
erally quite apparent. The seasonal pattern 
arises from customs that increase the tempo 
of wholesale and retail trade at Easter and
4
during the Christmas season; from climate 
which has a depressing effect on business 
activity in the winter months and a favorable 
one in the summer and fall; and from the 
influence of the late summer an,d fall peak 
in crop and livestock marketings.
In Chart 1 seasonal indexes in 1948 and 
1956 for each of the eight communities under 
study and for the state are plotted. Two in 
teresting developments are shown by these 
figures; one is the difference in seasonal amp 
litudes between the communities; the second 
concerns changes in the seasonal pattern 
within each community between 1948 and 
1956.
The difference in seasonality among these 
communities and the variations of each from 
the statewide index are quite startling. Sea 
sonality is greatest in those communities 
where the surrounding economy is based 
upon agriculture or livestock. In Miles City, 
for example, the seasonal range in 1956 debits 
was from a low of 75 in February to a high 
of 140 in October; in Malta the variation was 
between a low of 81 in February and a high 
of 130 in November. Glendive is also charac 
terized by pronounced seasonality. In Bil 
lings and Great Falls, which have a consid 
erably more heterogeneous resource base, 
though ones in which crops and livestock are 
major sources of income, the seasonal vari 
ation is somewhat less. Displaying still 
smaller variation is Kalispell. Its seasonal 
peak is spread out over more months in the 
last half of the year reflecting mid-year log 
ging and lumbering activity and the market 
ing of the fresh fruits of the Flathead Valley. 
The distinct seasonal low of the winter was, 
however, almost as much in evidence in 1956 
in Kalispell as it was in Malta, and consider 
ably more apparent than in Billings and 
Great Falls. Missoula shows a still less ap 
parent seasonal in bank debits. The variation 
in 1956 was from a low of 90 in March to a 
high of 108 in October. A substantial propor 
tion of income payments in Missoula are 
made to institutional employees and those 
engaged in the service trades and this tends 
to exert a partial stabilizing effect.
Interestingly, it is Butte which showed the 
least seasonal amplitude with a monthly devi 
ation from normal varying between 93 and 
107. Though the general pattern of slower 
activity in the first than in the latter part 
of the year remained, mining activity is 
strong in the winter months and has, there 
fore, offset to a degree the typical climatic 
effects. Since the town is not agriculturally 
centered, the pronounced upswing of Septem 
ber through November was replaced by a 
much more moderate seasonal pickup in 
debits during the latter months of the year. 
For the state as a whole the variation in bank 
debits in 1956 was from a minimum of 91 in 
February to a maximum of 113 in October. 
Specific seasonal patterns in an area as large 
as Montana tend to offset one another.
The second feature evident from a glance 
at Chart 1 is that modifications in the seasonal 
pattern have occurred within each of the 
communities. Nationally the postwar period 
has seen a notable reduction in the seasonal 
amplitude of many business activities. This 
is what can be expected in a period of rela 
tively high employment with fully utilized 
capacity for at these times one of the few 
areas of slack to be drawn upon by business 
are periods of seasonal low. In other words, 
the degree of seasonality in business is not 
unrelated to the general level of economic 
activity and thus to the phases of the busi 
ness cycle. It is probable that the rather con 
tinuously high levels of business achieved in 
certain of the Montana communities under 
study has been a factor in reducing season 
ality in bank debits. Modifications in sea 
sonality may also occur because of a number 
of other factors. These include, for example, 
changes in the degree of diversification in 
the local economy; changes in business prac 
tices or production scheduling in an impor 
tant community industry; attempts by local 
merchants to offset former seasonal troughs 
with special sales; and the development of 
new tourist attractions in surrounding areas.
The general tendency toward a reduced 
seasonal amplitude within each of the eight 
communities is much more evident in those
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CHART I.
SEASONAL INDEXES  FOR BANK D EB ITS  IN E IGHT COM M UN IT IES
s o u r c e : i n d e x e s  c o m p u t e d  b y  t h e  b u r e a u  o f  b u s i n e s s  a n d  e c o n o m i c  r e s e a r c h  , m . s . u .
situated east of the Continental Divide. The 
smaller amplitude is very evident in Billings 
and Glendive and is also notable in the case 
of Great Falls and Miles City.
Bank Debits as a Measure of Growth
Local bank debits can also be regarded as 
an indication of economic growth. Chart 2 
records bank debits for the state and each of 
the communities monthly from 1947 through 
1957. These debits are on a daily average 
basis, that is, monthly dollar totals have been 
divided by the number of days in each month 
excluding Sundays and the results then con 
verted to an index basis with the monthly 
average for 1947, 1948 and 1949 taken as a 
base. The indexes plotted were adjusted for 
seasonal variation, and the scale is semi- 
logarithmic so that equal vertical distances 
between points represent equal percentage 
changes.
In the nation generally the analysis of bank 
debits on an area basis shows that the volume 
of checks presented for payment is expand 
ing much more rapidly in some regions than 
in others. It can be said that where debits 
are expanding the most rapidly, other re 
corders of business activity have also shown 
sharp increases. Where the growth in debits 
has been less evident, increases in other indi 
cators also have occurred at a relatively slow 
pace. For the state as a whole debits recorded 
an increase of approximately 93 percent be 
tween 1947 and 1957. This figure is signifi 
cantly less than the 108 percent increase in 
debits in 343 centers outside New York City.
The experience of our sample cities and 
towns shows a considerable variation from 
the state average, and in Montana as in other 
parts of the nation there appears to be a cor 
relation between the rate of increase in debits 
and that in other business indicators. The 
most rapid rate of increase has been in Bil 
ling which experienced a 148 percent gain 
over the eleven years. Table 1 shows the 
increase for each of the communities during 
the corresponding period.
An interesting comparison can be made 
between increases in bank debits from 1947
Table 1
PERCENT INCREASE IN DAILY AVERAGE 












Source: Bureau of Business and Economic Research. 
Adapted from monthly bank debit reports of the 
Federal Reserve Bank of Minneapolis.
to 1957 and the increase in retail and whole 
sale trade, in business and personal services, 
and in value added by manufacture in the re 
spective community or the county in which it 
is situated. Information on the trade and ser 
vices is available in the censuses of 1948 and 
1954. Table 2 summarizes the growth recor 
ded by the census data. In general those 
communities which had the largest increases 
in retail, wholesale and service segments of 
business were also those in the group with the 
largest increases in bank debits. Only in the 
case of the Malta and Phillips County data 
does this fail to apply. The census data are for 
the years 1948 and 1954 and during this in 
terval there was a considerable growth in
Table 2
PERCENT CHANGE 1948-54 IN WHOLESALE 




Billings +45 +  8 +232
Glendive +34 +  43* +205
Missoula - +25 +  69* +  123
Kalispell . +21 +  198 +  121
Great Falls . +34 0 +179
Butte +26 — 5 +  127
Malta +53* D +280*
Miles City +  2 +  6* +  114
• Figure applies to the county.
D-Sales figures withheld to avoid disclosure. 
Source: Bureau of the Census, Census of Business, 
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Malta debits. However, from mid-1955 
through mid-1957 debit activity declined 
measurably in degree, quite contrary to the 
experience of other communities under study. 
This is one obvious reason for the failure of 
the change in Malta bank debits from 1947 to 
1957 to show a very good relationship with 
changes in Malta and Phillips County census 
data for the years 1948 and 1954. In Kalispell, 
moderate increases in retail sales and ser 
vice receipts were counter-balanced by the 
enormous increase in Kalispell wholesale 
sales from about $6 million in 1948 to ovey. 
$18 million in 1954. Manufacturing is of some 
considerable importance in Billings, Great 
Falls, Missoula and Kalispell. Notable in 
creases in value added in manufacturing of 
57, 73 and 64 percent respectively were 
achieved in the first three of these communi 
ties between 1947 and 1954.3 Payrolls in man 
ufacturing industries expanded most rapidly 
in Billings where they more than doubled in 
the same period.
Butte debits show a long three and one-half 
year downtrend prior to October of 1954, and 
a sharp revival through mid-1957. The recent 
period of growth reflects capital expansion in 
the Butte area associated with the develop 
ment of the open pit workings and the recent 
Anaconda Company modernization program. 
These instilled new life into the community 
after a period of hesitation and doubt follow 
ing the break in metals prices early in the 
Korean conflict.
In Great Falls checks presented for pay 
ment showed considerable stability from 1951 
through late 1953. However, since 1953 there 
has been a marked growth reflecting in large 
part government activity in the building and 
manning of the Malmstrom Air Force base.
Missoula and Kalispell debits show rather 
identical trends, which might have been an 
ticipated given the similar resource base of 
the two cities. The rate of growth in both 
cities was sharpest from early 1954 through 
mid-1956. Since that time they have felt the 
impact of the slowdown in the demand for
“The increase attributed to Great Falls is for Cas- 
cade County.
lumber products accompanying the national 
and regional declines in new residential con 
struction.
Next to Billings, the greatest increase in 
checks presented for payment has been in 
Glendive, which has become a center for 
much of the oil exploration work being car- j 
ried on in the Williston Basin area of Eastern 
Montana. Accompanying this resource de 
velopment, and to some extent occasioned by 
it, has been the growth in trade and service 
activities.
In contrast, in Miles City and Malta the 
volume of debits has shown little change in 
recent years except for seasonal variation. 
These cities are heavily dependent upon grain 
growing and livestock in the surrounding ter 
ritory which evidenced no tendency toward 
expansion, but on the contrary has under 
gone in recent years a considerable economic 
readjustment.
Community Impact of Business 
Fluctuations
National bank debit figures,1 that is, totals 
for 343 communities outside of New York 
City, have evidenced the postwar cyclical 
fluctuations in the economy. Excluding the 
present decline in our economy, there have 
been two periods of approximately one year 
when aggregate business activity has de 
clined, the first from November of 1948 
through October of 1949, and the second from 
July of 1953 through August of 1954. The 
periods are the shaded areas in Chart 2. In 
both the 1948-49 and 1953-54 national reces 
sions, bank debits outside New York City de 
clined.4 However, the regional experience 
was quite diverse with some sections of the 
country suffering quite a pronounced decline 
in debits, while others were affected only 
slightly, if at all. The national recessions of 
1948-49 and 1953-54 were mild when judged by 
any past standards, and the lack of uniformity 
in experience reflects the fact that, these busi-
*Bank debits outside New York City contracted from 
their peak in November of 1948 through July of 
1949, and again from their peak in July 1953 
through May of 1954.
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ness adjustments were concentrated in spe 
cific industries and quite unevenly distribu 
ted geographically. As production and in 
comes within an affected area are depressed, 
individuals and businesses write fewer checks 
than do persons in areas where production 
and incomes suffer little in the way of read 
justment.
Banks in Montana experienced a levelling 
out in debits in 1949 and a gradual decline in 
checks presented from mid-1952 through Jan 
uary of 1954. Thus statewide debits in 1949 
were much more moderately affected than 
for the nation, while the fall in state debits 
commencing in mid-1952 anticipated the na 
tional levelling off by about a year and the 
upswing beginning early in 1954 led the na 
tional experience by about six months.
Within the state, at least as far as the eight 
communities under examination is concerned, 
experience was far from uniform. In 1948- 
49, for example, the decline in debit activity 
was most evident in Glendive, Billings, Great 
Falls, Kalispell, and to a lesser extent, in 
Butte. All were affected adversely by the 
adjustment of that period. In all of these 
communities the decline set in well in ad 
vance of what might have been expected on 
the basis of the 1949 crop failure alone. Malta 
and Miles City debit patterns in late 1949 
and early 1950 do, however, appear to reflect 
the impact of this failure. In Missoula, there 
was a levelling out quite similar to that re 
corded for the state as a whole.
A decline in checks presented for payment 
in 1952-53 is especially evident in Butte, Great 
Falls, Miles City and Glendive. The effect 
of declining base metal prices and of reduc 
tions in agricultural income after the defense 
expansion of the Korean War would appear 
to have had a special impact in these locali 
ties. The downturn in bank debits in Billings, 
on the other hand, was shorter and occurred 
from late winter through early fall in 1953. 
The short duration and the mildness of the 
contraction was a reflection of the strong 
growth forces that have been at work in Bil 
lings throughout the entire period.
In Missoula and Kalispell the cyclical pat 
tern in debits was rather different from that 
for the entire state. For both there was a 
contraction from early 1951 through January 
of 1952 but the period which ensued through 
July of 1953 was one of pronounced expan 
sion. A falling off did take place, however, 
in the last half of 1953 which continued into 
January of 1954. Increased activity in check 
presentations commencing in early 1954 in 
these two cities coincided with that in the 
state as a whole. The effects upon the econo 
mies of these two cities as a result of the 
slackening in the lumber market in early 
1956 shows up quite well in Chart 2. Mis 
soula debits declined from April of 1956 
through mid-1957, though a minor upturn was 
apparent through the end of the year. In 
Kalispell debits displayed a downtrend from 
May of 1956 through the end of 1957. The 
decline has been slight and uneven in nature 
it is true, but no upturn similar to Missoula’s 
appeared.
The effects of the present national reces 
sion are reflected in a levelling off in the 
last half of the year in statewide bank debits. 
In the case of local debits significant declines 
in Butte and Great Falls, and a levelling out 
in Billings have been recorded. On the other 
hand, in the case of Malta and Miles City 
where the economies are based fundamen 
tally on crops and livestock, debit expansion 
took place in the latter half of 1957.
Conclusion
Seasonally adjusted bank debits have their 
limitations, but after due allowance, debits 
are a satisfactory and reasonably adequate 
indicator of local business activity. Experi 
ence in Montana shows that they correlate 
quite well with changes in more precise, but 
less readily and quickly available, measures 
of income and production.
If their limitations are recognized, local 
businessmen will find them useful in two 
ways. They provide a measure of economic 
growth in the community, and secondly they 
are a satisfactory quantitative measure of 
short term changes in the level and direction 
of local business activity.
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Tim ber Prod. 
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Feb. ...................  111.4 119.1 110.9 125.5 116.7 116.7 95.9 104.1 126.7 124.8
March -— ........... 112.0 119.0 109.1 127.3 116.7 118.5 97.3 104.1 126.7 125.7 1
April .- ................  115.1 118.8 112.7 134.5 118.5 120.4 97.3 102.7 121.8 121.8 1.
May .................... . 119.1 118.9 129.1 136.4 113.0 116.7 98.6 102.7 117.8 119.8 1
June .. ................ 123.4 119.1 150.9 138.2 114.8 114.8 98.6 101.4 116.8 117.8 11
July ...____ ______124.9 119.2 154.5 140.0 118.5 114.8 101.4 101.4 112.9 114.8 11
Aug. ...______ _ 124.9 118.2 154.5 136.4 116.7 113.0 101.4 100.0 105.9 105.9 r
Sept. .. .....-...... ......  123.7 118.7 150.9 133.4 113.0 1 12.5 102.7 101.2 101.0 101.1 l
Oct....... __ _____ 120.0 117.1 143.6 133.7 107.4 109.8 113.7 100.0 96.0 98.4 n
Nov. -..................  116.8 116.2 134.5 131.7 105.6 105.9 109.6 102.6 95.0 94.3 14
Dec....... - ___ ____  113.8 114.6 127.3 130.6 101.8 101.6 101.4 99.3 95.0 91.9 11
1958
Jan. ...................  109.2** 115.4** 110.9 120.2 105.6** 106.1** 100.0 98.9 91.1** 91.4** 10
Feb. _________ 106.9 114.2 105.4 118.4 103.7 103.3 94.5 102.6 88.1 86.9 8












Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Ad
Feb... ----------------------  232.0 222.2 194.6 183.6 113.9 109.4 286.8 280.9 156.5 172
March ..... ____ ___________ 217.2 219.8 190.0 184.5 114.0 112.3 292.8 284.3 160.3 173
April___ ........................ . 227.5 228.9 161.1 151.1 132.5 122.6 290.8 287.9 168.5 181
May ___________ __  224.5 230.5 147.4 145.8 107.1 100.0 299.3 297.5 156.9 168
June . 212.9 222.0 155.2 60.0 78.4 76.8 301.7 294.6 173.0 174
July . 189.2 203.6 150.6 166.4 81.8 85.7 307.3 298.9 171.0 176
Aug. .......-....................  195.9 205.1 148.0 162.6 90.2 104.2 308.5 317.1 170.3 168
Sept. — ------------------ 190.4 193.9 146.0 158.7 82.8 88.5 312.1 327.8 193.6 178Oct. ______ 175.2 173.8 152.0 149.6 85.9 85.8 304.9 329.6 190.4 16'
Nov. ______ 180.5 169.3 141.8 133.1 74.0 73.8 301.7 307.2 182.8 16*Dec. __  ________ 183.2 172.8 141.9 139.0 72.1 71.3 304.5 294.5 187.3 1801958
Jan. --------------- -----203.5 196.6 154.7 151.7 63.9 64.5 302.5 299.5 178.3 180
Feb. ................ -.....................  204.6 197.1 133.1 125.0 71.2 68.3 299.3 292.0 154.8 170March ----------------------  197.3 198.5 145.6 140.0 60.0 58.2 300.5 291.7 160.0 173
Adj.—Adjusted for seasonal variation.
1 Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- an 
month.
Unemployment Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings < 
4Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota U tilities Company, Pacific Powc 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
^Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
^Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana comnr 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
9Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department anc 
l0Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Servi< 






T ransporta tion  
& Utilities Trade
Adj. U nadj. Adj. U nadj. Adj.
149.4 93.6 99.1 109.4 116.9
47.1 93.6 98.6 110.0 116.4
39.1 95.4 98.2 113.3 116.4
.41.4 98.6 97.7 116.1 116.7
.39.1 100.0 97.3 120.6 116.7
40.2 101.4 96.4 121.7 116.9
136.8 101.4 95.5 122.8 116.9
139.2 100.0 96.1 121.4 116.6
.36.7 97.3 94.8 116.9 114.9
136.2 97.3 97.8 115.0 114.9
.46.4
153.6**
92.3 95.0 115.6 113.3
89.1** 93.7** 108.0** 114.0
[138.9
137.3
88.2 93.0 107.8 115.3





















*,987 917 405 1,499 1,166
5,049 1,211 266 2,178 1,394
5,737 1,801 419 1,752 1,765
5,215 1,760 185 1,937 1,333
5,280 1,511 276 2,065 1,428
5,258
6,019
1,549 288 1,753 1,668
1,778 265 2,104 1,872
5,450 1,627 410 1,460 1,953
15,629 1,589 348 1,907 1,785
I 5,462 1,480 192 1,870 1,920
15,616 1,767 443 1,915 1,491
[4,797 1,399 179 1,753 1,466




(N um ber) Carloadings*
U nadj. A dj. U nadj. Adj. U nadj. Adj. 1957
120.2 123.7 16,695 8,933 116.8 133.0 ... Feb.
120.6 123.3 14,930 8,736 116.3 135.9 ___ March
121.0 122.2 12,066 9,972 120.5 137.1 ... April
123.0 121.4 9,032 11,234 129.3 136.0 ...________  May
126.1 121.0 7,943 11,172 132.4 137.9 - June
126.8 124.5 6,419 11,629 131.5 134.5 - July
126.5 125.3 5,872 15,332 141.5 132.5 . ________  Aug.
126.8 125.2 6,328 16,020 137.0 122.8 . _______  Sept.
127.2 124.2 8,041 16,614 153.1 127.6 Oct.
125.3 127.6 12,564 15,047 141.3 117.0 . ______  Nov.
125.3 127.5 1 16,432 12,969 114.3 110.4 . .... Dec.
122.6**‘ 126.0*<* 21,533 12,193 104.9 117.9 .
1958 
.......  Jan.
121.8 125.2 23,750 12,728 87.9 100.4 - ___Feb.
123.0 125.6 23,394 13,657 89.8 104.4 . ___ March
Dept. Store 
Sales”






(M ay 1950= 100)
U nadj. A dj. U nadj. U nadj. U nadj. 1957
82.6 129.1 76.0 87.0 108.9 ... ........  Feb.
103.8 138.4 80.0 86.0 108.9 - Mar.
123.9 130.1 85.0 86.0 106.7 ...____________________________  Apr.
120.8 123.9 86.0 84.0 109.1 ~ ......  May
118.2 127.8 87.0 83.0 108.8 June
116.6 124.7 89.0 83.0 112.2 ... ......... . July
137.9 128.5 91.0 80.0 116.3 . .......... ......  Aug.
133.7 123.0 91.0 81.0 115.4 . — _______  Sept.
137.1 121.4 89.0 82.0 112.4 Oct.
142.0 118.8 90.0 81.0 112.4 Nov.
205.8 120.3 92.0 82.0 114.1 - Dec.
76.0 120.6 95.0 81.0 114.0 .
195* 
.....  Jan.
76.8 120.0 97.0 82.0 113.0 - Feb.
95.6 125.0 103.0 85.0 113.7 . .... March
* — Preliminary ** — Revised
|  -time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
I ght loaded at Montana points. Daily average. , . , , .",
II Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
las. Daily average.
lira l stores in Montana. Daily average.
A djusted for seasonal varia tion : This m eans th a t in tra -an n u a l repeti 
tive fluctuations in  the business indicators occasioned by the  effects of 
clim ate custom  and convention have been allowed for statistically . 
For a  m ore com plete discussion see the  Septem ber 1957 issue of M ontana 
Business Review.
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Remarks of Carl McFarland, President 
Montana State University
MISSOULA, MONTANA 
on the opening of the 
Second Montana Community Development Conference
Butte, Montana 
January 23-24, 1958
Montana State University is pleased to be 
associated with the State Planning Board in 
sponsoring this Second Montana Community 
Development Conference.
It should not be amiss for me to say a few 
words about the setting in which this Con 
ference takes place. As Mayor Donnelly has 
said, this is indeed a New Era. Why? World 
wide it is a new era for two reasons: First
the planet has shrunk in size by the simple 
fact of technological developments which 
make it as easy, now, to travel around the 
entire globe as it was when this nation was 
established, for a new Congressman to travel 
from Philadelphia to Washington. Second, 
the British Empire, once a bulwark between 
us and the feuds of Europe, is now no more. 
Today, instead, we find ourselves reluctantly 
in the position of being one of the two nations 
in whose shadow the entire race of men on 
earth live. For these reasons we must have 
a strong home front, strong communities, to 
serve as the base for our operations in the 
international field as well as for purely do 
mestic purposes.
In the next day and one-half there will be 
much discussion about planning. Hence I 
should take a moment to draw some distinc 
tions between two types of planning—one de 
sirable and the other undesirable.
One form of planning, a form which most 
of us would oppose, demands a central direc 
tion of all economic activity “according to 
plan.” The main effect of such so-called 
“planning” is to restrict the exercise of free 
choice in both political and economic affairs. 
That is the kind of “planning” which under 
lies the economic structure of totalitarian 
states. It involves governmental, bureaucra 
tic direction of all important economic activ 
ity. The planners who operate such systems 
are invested with vast powers, and the goals 
are those which further the particular inter 
ests of the government. Such planning by of 
ficial direction restricts people like you and 
me in such matters as type of employment, 
remuneration, the quantity and kinds of 
goods and services we may have, and the 
prices to be charged or paid. All these things 
would be decided for us by such planners. 
They would be empowered to exercise direct 
and arbitrary control over the economic, po 
litical, and social conditions of all members 
of society. If such planners decide, for ex 
ample, that more chemists and fewer lawyers 
are needed, then the pay of chemists may be 
increased arbitrarily and that of lawyers 
lowered; or more students would be per 
mitted to study chemistry, fewer to study 
law. I think we are all agreed that planning 
of that sort subordinates the political, eco 
nomic, and social welfare of people as indi 
viduals for the supposed, or assumed, or 
hoped for aggrandizement of the state.
Fortunately there is another concept of 
planning, diametrically opposed to the bad 
type I have just outlined. It is planning for 
individual freedom for ourselves and our suc 
cessors—freedom to choose a profession, to 
start a business, to work, to produce, to con 
sume.
That kind of planning is necessary; for 
these freedoms do not exist unless they are 
cultivated. Where many people are involved, 
there is need for simple foresight and syste 
matic thinking in our common affairs. Other 
wise, for example, the thoughtless action of 
a few people today may restrict the freedom
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of the multitude tomorrow. The ill-advised 
location of a factory tomorrow may destroy 
the needed residential district ten years 
hence.
The American concept of planning is de 
signed to (a) avoid placing ourselves and our 
successors in a community strait jacket and 
(b) make today’s action not only count to 
day but pave the way for betterments to 
morrow.
Business enterprises are constantly plan 
ning. Those of you here who are business 
men know very well that the successful busi 
ness enterprise is one which is continuously 
looking ahead, attempting to foresee obsta 
cles which may lie in its path, and also search 
ing out new opportunities to be seized upon. 
A systematic looking ahead, a weighing of al 
ternative courses of action, is necessary if 
impediments are to be overcome today and 
opportunities capitalized upon tomorrow. 
Indeed, as a college president, I find the need 
to look ahead brought home to me daily. 
Systematic thinking and foresight about 
staff, facilities, and students is absolutely es 
sential to overcome impediments which could, 
if encountered unexpectedly, prove disas 
trous.
The technique of systematically approach 
ing the future has at least as much applica 
tion to a region or a community as it does to 
a business enterprise or educational institu 
tion. We, as inhabitants of an economic re 
gion or residents of a particular community, 
know there are certain features about the 
community which we as people find desir 
able. We hope that our region will be able 
to attain satisfactory income levels; and we 
would like the community in which we live 
to provide attractive surroundings for our 
families, to be an area, for example, in which 
there has been some thinking ahead about 
land-use and the desirable relationship to one 
another of residential, recreational, commer 
cial, and industrial tracts of land.
What does looking ahead systematically 
mean at the regional or community level? It 
seems to me that it means two things: First,
the close examination and analysis of all the 
facts available—social, political, economic, 
and scientific. This is the basic step neces 
sary to a looking ahead; for only when we 
have a thorough working knowledge of the 
facts of our region or community, of its pre 
sent and future advantages as well as limita 
tions, are we in a position to proceed intelli 
gently. Second, looking ahead systematically 
means reaching a decision as to what we 
want our community or region to emphasize 
—what features we want to be distinctively 
ours—in the foreseeable circumstances of the 
future. The ultimate decisions and actions 
for today should arise out of the widest pos 
sible community participation; they should 
reflect the character of the community; they 
should reflect the results of the factual analy 
sis; they should be made against the back 
ground of a desire to attain or maintain satis 
factory per capita income levels; they should 
assure a physically attractive community; 
and they should be geared to the needs and 
circumstances of the future as well as the 
present.
It is essential that our communities get on 
as quickly and thoroughly as possible with 
this business of systematically looking ahead, 
so that we will not be erecting unwitting 
roadblocks today for the despair of tomor 
row’s citizens, or fail to do today what will 
be needed as a base on which tomorrow’s 
citizens may build again.
These generalities have obvious point in 
the present circumstances of our state. You 
are familiar with the commonplaces about 
Montana, but bear with me while I reiterate 
some of them:
About one-fifth of total personal income in 
Montana is now generated in agriculture. 
However, the capacity of this industry to 
absorb young people is declining; for the 
progress of technology indicates that in the 
future we will have more food but fewer 
farmers. Between 1940 and 1950 Montana’s 
rural farm population declined by almost one 
quarter; and between 1950 and 1954 the num 
ber of farms fell by 6 percent. This decline 
is continuing. Thus ever more limited op-
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portunities are open to our young people in 
this industry.
Moreover, our nonagricultural economy 
has very little diversification, a fact that has 
been brought home to us in recent months 
when mining and lumbering activities have 
declined. Greater diversification as a result 
of new and differing sources of income is 
something which would make for greater 
stability and added opportunity for our 
young people.
Directly arising from declining opportuni 
ties in agriculture as well as limited diversi 
fication in our nonagricultural economy is 
another serious matter. Each year our state 
loses a substantial portion of our trained 
young men and women. The tragedy is that 
an overwhelming majority of those who leave 
like Montana and would prefer to make 
homes and raise families here if only some 
what equivalent opportunities existed. These 
emigrants are a serious loss because they are 
among the young, vigorous, technically 
trained, and intellectually developed mem 
bers of our communities. You as taxpayers 
have paid the costs of training them, and 
other states will receive the benefits from 
their education.
Within Montana there have been signifi 
cant population shifts. Many of our more 
rural counties are suffering absolute declines 
in population. The urban centers, on the 
other hand, have been growing rapidly and, I 
am afraid, in a rather disorderly fashion. 
There has been little systematic looking ahead 
to meet the challenge of this growth. Even 
such mundane matters as streets, sewers, 
drainage, and water supplies are now prob 
lems in most of our cities.
These facts underscore just a few of our 
common-concerns in making our communities 
more attractive places in which to live and 
in maintaining a satisfactory level of per 
capita income.
Montana State University is vitally inter 
ested in the theme, the objectives, and the 
results of this Community Development Con 
ference. Our staff and research facilities 
are happy to furnish some aid to those com 
munities which are in need of community 
planning assistance ana request it. We are 
more than willing to give our full measure 
of cooperation with other state and local 
groups in systematically looking ahead.
Industrial Development in an Agricultural Area
RANDALL T. KLEMME 
Director, Research and Development 
Northern Natural Gas Company 
' Omaha, Nebraska 
(Formerly, Director of Oklahoma Department 
of Commerce and Industry)
I count it a real privilege to have this op 
portunity to meet with you for many reasons. 
First of all, I have come to know and to ad 
mire Perry Roys. I would like to publicly 
pay tribute to the wonderful job that he has 
been doing here in the state of Montana. As 
many of the speakers this evening have said, 
statewide development does not just happen.' 
Somebody has to plan and then it takes the 
teamwork of many people. We in Oklahoma 
feel that we know something about football
and we know that a successful team needs a 
quarterback. I want to compliment you on 
the quarterback that you have as the Direc 
tor of your Montana Planning Board. I also 
want to compliment the people of the state, 
the Chambers of Commerce, and the utilities 
for the growth which has obviously taken 
place in this state in the last decade. You in 
Montana, before we in Oklahoma, were able 
to turn the tide of population loss. With the 
resources you have at your command, you
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have really done more than we have because 
as far as the Census Bureau is concerned we 
have just turned the corner after some 18 or 
20 years of continued decline in population. 
Also, as I look at the statistics on the state 
of Montana, I discover that many of the new 
firms which have come to the state of Mon 
tana in the past several years must have been 
small firms. This means that they are dif 
fused among the communities of the state 
and give greater stability rather than carry 
ing all your industrial payroll in a few com 
panies.
I make no apologies this evening for dis 
cussing the problems of Oklahoma. I think 
there is a very close parallel between the 
problems which you are facing in Montana 
and those which we are facing or have faced 
in the state of Oklahoma. Last year Okla 
homa celebrated its fiftieth anniversary of 
statehood. Fifty years ago nearly 70 percent 
of Oklahoma’s population was directly en 
gaged in agricultural production. We, like 
Montana, were, and are, known as a great 
agricultural state. Later on we saw the de 
velopment of coal, lead and zinc. Then came 
the development of our great petroleum in 
dustry. For years the economy of the state 
of Oklahoma was predicated on the develop 
ment and exploitation of its natural resour 
ces. We came to believe that this was all 
that we needed. We became complacent, 
complacent in the income that was brought 
to us from agriculture, from mining, and 
from petroleum. However, in the thirties we 
saw the beginning of a change, an ever-chang 
ing change, which occurs for all of us in the 
developing economy of every state. Dr. Mc 
Farland and the mayor of Butte today spoke 
of the changing world in which we live. In 
Oklahoma it was this change that brought us 
face to face with the problem that we had to 
do something if we were to meet the new 
day and the requirements of this new day.
Now it may seem a little odd that a profes 
sor of agricultural economics would get into 
the field of industrial and community de 
velopment, but I can assure you that agricul 
tural economists get into many problems. I
would like to tell you why I became inter 
ested in this field because I think it opens up 
an avenue of approach this evening that 
might be important to all of us. Some years 
ago I was invited by the Dean of the School 
of Engineering, at Oklahoma A & M College, 
to come over and address the Engineering 
Society on the current economic outlook. At 
this meeting, which was held in the spring 
of the year, I asked the group, “How many 
of you are seniors?” A large number of the 
group present held up their hands. The next 
question I asked was, “How many of you 
have jobs?” In those days, as now, engineers 
seemed to have no trouble finding employ 
ment.
Nearly everyone of these young men and a 
few young women held up their hands. Then 
for some reason that I still can’t explain, I 
asked the question, “How many of you have 
jobs in Oklahoma?” Nearly all of the hands 
went down. This started me thinking. I 
talked with my colleagues in the University 
and in several of the fine private schools in 
the state and I found that this exodus was 
not limited to our engineers. It was true of 
all; Schools of Commerce, Schools of Educa 
tion, even our School of Agriculture. These 
young men and women, whom we were train 
ing at great expense to the state and to their 
parents, were having to leave the state of 
Oklahoma to find employment. So I became 
interested in the problem of what it is that 
creates employment, what it is that makes 
jobs.
As I investigated the problem, I found that 
you can divide the jobs of our nation into two 
fundamental groups, two great categories. 
The first of these I called “wealth creating.” 
This includes those jobs which are associated 
with producing the wealth which gives this 
country of ours the highest material level of 
living of any nation in the world. The other 
segment of employment could be called “ser 
vice, trade and profession.” Now the inter 
esting thing is that in our country today, 
we’re able to produce this high level of wealth 
with only half of our population. It requires 
only half of our working population to give
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us the food, fiber, and shelter—these things 
which we count so important to us in our 
every day life. I think this could best be 
brought to mind by the experiences Dr. 
Renne and I have had abroad. I returned 
some three years ago after 3Vfe years in Asia. 
In India and Pakistan where I was working, 
85 percent of the people were engaged in 
agricultural production and produced a very 
meager level of living. This situation leaves 
very little of the population to perform the 
services and professional work which we have 
come so much to accept in this country. Not 
only do you find that in the United States as 
a whole that there is balance between 
“wealth creating” activity and employment 
in “service, trade and professions,” but this 
balance holds for individual states and it also 
holds for the trade area of any community.
Who are these wealth creators? First of all 
there are the farmers who every year pro 
duce the food and fiber that feeds and clothes 
us. They include those who work in the 
mines and produce copper, lead, zinc and coal; 
those who work in the oil fields and produce 
the petroleum and natural gas; those who 
work in the forests to produce timber; and 
those who fish in the rivers, streams and lakes 
to provide this supplemental form of food. 
Wealth creators, then, are those who produce 
raw materials. But they include more than 
raw material producers. They include not 
only the farmer who produces the wheat, but 
the man who mills the wheat into flour and 
who bakes that flour into bread. They in 
clude not only the man who grows the cot 
ton, but also the man who gins the cotton, 
compresses it, spins it into yarn, weaves the 
yarn into cloth and fashions it into shirts, 
dresses and things that we can use. Wealth 
creators then, are those who produce raw 
materials or who transform them into some 
thing you and I can use. And who are the 
rest of us? The rest of us teach school, we 
practice law and medicine, we run dry clean 
ing establishments and grocery stores. We 
are those who exchange our services for the 
wealth that is created by this other half of 
the population.
This relationship of employment holds re 
gardless of the level of living or the level of 
income of a community. I recall some years 
ago we made studies of two communities on 
the Red River of Oklahoma. We found a 
level of income in one community almost 
twice as high as the other, and yet, this same 
relationship of wealth creating activity to 
service, trade and profession still held. It 
holds for Montana.
I looked up some figures before I came out 
here, and I found that including agricultural 
workers you have a little over 200,000 people 
employed in the state of Montana. In agri 
culture, the latest estimate showed approxi 
mately 33,000; mining 12,000, that’s probably 
down some now; construction 12,000, and that 
may be down some now, too; manufacturing 
21,000; transportation and utilities 22,000; 
roughly 100,000 people in wealth creating 
activities. On the other side of the ledger, 
you have 42,000 people in trade, wholesale 
and retail; 6,000 in finance; 22,000 in service, 
hotels, motels and tourist recreation and so 
on; 31,000 in government; a total of 101,000. 
Thus, in Montana, too, is found this inexor 
able balance.
In light of this balance it is not difficult for 
those of us in Oklahoma to understand what 
has happened to our state for almost 20 years. 
This word “automation” which you read so 
much about and hear so much about is not a 
new word to agriculture. Automation came 
to agriculture many years ago when we found 
that each pair of hands and, thanks to the 
work of the Agricultural Experimental Sta 
tion, each acre of land could be made to pr6- 
duce more food and fiber than before. We 
lost farm families from the agricultural areas 
of our state. With the enactment of conser 
vation laws and the introduction of the rotary 
drill, we lost employment in the oil fields. 
With the mechanization in our mines we lost 
employment among miners. And as we lost 
farm families and miners and oil field work 
ers—wealth creators, we also lost school 
teachers and doctors, lawyers and clerks in 
stores. When we lost one farm family we 
lost the basis for the employment of a head
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of a family in the community that served 
that farm family. When we lost a miner, we 
lost a job in the community in which the 
miner traded. The same situation obtained 
with the oil field workers. Just as this pro 
cess works to reduce population, so it can 
work in a positive way. If Montana is to 
grow, it will grow because you increase 
wealth creating activities within your state. 
You will either have more farmers, more 
miners, more construction workers, more 
people working in timbering, or you will have 
more persons engaging in manufacture. No 
community ever grew by adding more groc 
ery stores or more gas filling stations; these 
things come only when there is a demand for 
them.
Now I cannot presume to speak of Mon 
tana as those who have spoken here before. 
It is conceivable that with the development 
of all of your water resources that you may 
see more farm families in the state of Mon 
tana. In Oklahoma we are sure that in the 
future we will see even fewer farm families 
than what we had before. It may be that 
the discovery of new oil and gas deposits in 
the state will increase employment in the 
petroleum fields. It may be that mining will 
come back. But as far as Oklahoma is con 
cerned, we feel that our only hope for growth 
lies in processing the raw materials found in 
the state of Oklahoma or the raw materials 
of other areas.
Today on the banks of the Arkansas River, 
in Muskogee, Oklahoma, there is a plant that 
is processing raw materials brought from 
Australia, half a world away. This plant is 
producing precious materials—more precious 
than platinum. Materials which, when I took 
chemistry some thirty years ago, were merely 
symbols on the periodic table that we had 
in the chemistry laboratory—columbium, 
tantalum, thorium. Here in the heart land of 
the United States is a plant that is processing 
raw materials mined half a world away. The 
same is true of Montana. I understand that 
in Montana you are reducing aluminum from 
ores that are brought from South America. 
So your future in manufacturing need not be
limited to the resources which are in your 
state. You can process the raw materials 
from many other areas. This then is the 
background against which the program of in 
dustrial development in the state of Okla 
homa was predicated.
Let me go back a minute to trace the his 
tory and development that led to these things 
which have been going on the past several 
years. We have, in the state of Oklahoma, 
the usual configuration of organizations dedi 
cated to the development of the state. We 
have a State Chamber of Commerce, a Public 
Expenditures Council, ahd an Associated In 
dustry. We have had other groups that were 
concerned with the economic and industrial 
development of the state. I think I would 
have to say quite honestly that their pro 
grams were usually slanted and, unfortu 
nately, in our case, negative in nature. As a 
result, about ten years ago, the businessmen 
of the state created a federated development 
agency known as the Oklahoma Develop 
ment Council. It was broadly based and in 
cluded leaders in the newspaper field, farm, 
labor, trade, utilities, and industry. It was 
an informal organization, consisting of men 
who were interested in the future and be 
lieved in the future of Oklahoma. These men 
came together at their own expense to discuss 
the problems of Oklahoma. Out of these dis 
cussions grew the first Oklahoma industrial 
tour. This tour was made by some 125 busi 
nessmen of the state who went east on a 
chartered train and visited industrial areas, 
seeking to sell Oklahoma as a site for in 
dustry.
The first tour met with a great deal of 
sarcasm and derision on the part of our 
neighbors back East. The usual greeting was, 
“Where is your cowboy hat?” or “When did 
you leave the reservation?” We were treated 
as a side show, and we might have given the 
appearance of being a seven ring circus, 
traveling with some 15 railroad cars. It was 
a revelation to many of us to go East to see 
and to talk with industrialists. I recall par 
ticularly that the leaders of our farm organi 
zation were present on this tour. I stress this
19
because in any state in the Great Plains, we 
must bring about an understanding between 
agricultural leaders and urban leaders as to 
the need for industrial development.
As a matter of fact, one of the members of 
the executive committee of the Oklahoma 
Development Council was the president of the 
Oklahoma Farm Bureau. On these tours and 
in the organization we had members of the 
Farmers Union and the Grange; members of 
the AFL, CIO, and the United Mine Workers; 
members of the Oklahoma Press Association; 
and of the utilities. These men met, as at 
your meeting here today, to discuss their 
problems. This started ten years ago. Last 
fall we made the tenth industrial tour. We 
were not received as cowboys from Okla 
homans, but as businessmen. We were wel 
comed to the offices of the people whom we 
called upon. This time, instead of calling on 
1700 business firms from Chicago to New 
York, the Governor of the State sent letters 
to 10,000 business firms saying that repre 
sentatives would be in their area. If they 
would like to discuss the opportunities of 
Oklahoma with us, would they please reply 
affirmatively and we would see that someone 
called on them. We had 500 business firms 
reply. Out of those calls we developed 171 
good industrial leads.
A more important product of this activity 
is the fact that in the state of Oklahoma to 
day there is an awareness on the part of our 
people of what industry requires and what a 
community must do in order to serve in 
dustry. It is simply not enough to throw 
your arms open and say, “Here we are, come 
take us”; there are obligations that go along 
with it. And so, state-wide development 
led by the businessmen, by our farm organi 
zations and by our labor organizations was 
our first forward step. This action allowed 
us to educate one another as to what our 
problems were. There was a third strand 
that was woven into our industrial develop 
ment program. This was the activity of our 
institutions of higher education. The Bureau 
of Business Research at the University of 
Oklahoma played a key role in developing
research material about our state. At Okla 
homa A & M College we created an organiza 
tion known as the Agricultural-Industrial 
Development Service that worked on the 
Committee for Economic Development pro 
grams and made broad trade area studies for 
nearly 40 of the leading communities of the 
state. Thus, we had a team of private in 
terest groups, the State Chamber, Public 
Expenditure Council, Associated Industry. 
We had the Oklahoma Development Council 
representing the private enterprises of the 
state and we had the leadership of our insti 
tutions of higher education.
At the state level we have had research 
conducted by the Tax Commission which 
sought to bring about an equitable state tax 
structure and stability of levies. We are 
proud that the state of Oklahoma operates 
under a “Balanced Budget Act,” which does 
not allow the state to spend money it does 
not have. We are also proud of the fact we 
have not increased state taxes in the state in 
the last 17 years. We have an active Legisla 
tive Council which considered the problem of 
creating favorable economic environment in 
which industry could operate. We had within 
the Planning and Resources Board a Division 
of Industrial Planning. This was a one-man 
operation exclusively devoted to industrial 
development. Parenthetically, this is one of 
the things I want to compliment you on in 
Montana. Any state agency which makes its 
exclusive goal that of industrial develop 
ment will fail. Industrial development pro 
ceeds at too slow a pace, and will not succeed 
unless communities are ready to receive in 
dustry.
In 1953-54, particularly Jaad years for agri 
cultural production and income, it became 
obvious that the state of Oklahoma was 
going to have to join hands with private en 
terprise in this effort of industrial develop 
ment. In 1955, the Department of Commerce 
and Industry was created. We received an 
appropriation of $450,000 for the first bien 
nium. Last year, the last session of the Legis 
lature appropriated $620,000 for this activity.
Let me take a moment to tell you some-
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thing about our approach. We adopted the 
same approach to the problem as the ones 
which you have been talking about in Butte 
today. I can add very little to what has al 
ready been said. Our program, however, is 




We started with community service be 
cause it is at the community level that de 
velopment takes place. I don’t care how 
strong your State Planning Board is, how 
active your utilities, or institutions of higher 
education are, in the final analysis it is the 
community that decides if it is going to ac 
complish something. Then it starts to move. 
Therefore, in our program of work we started 
at the community level. Our first program 
was a series of workshops to develop com 
munity leadership. Leadership is a very 
precious quality. We try to point out that 
the communities whose leadership is torn 
asunder by bank fights, by church fights and 
school board fights seldom can bring or can 
mount the leadership necessary to do a re 
spectable job of development. After leader 
ship comes the need for planning. A com 
munity must plan and it must know what its 
resources are. The day has long since passed 
when communities could put out brochures 
advertising themselves to be the “heart of” 
something, the “key to” something, the “capi 
tal of” something; this doesn’t mean anything 
any more. It is your labor supply, your 
water, your zoning, your municipal services 
that you can offer. Dr. Carl Muhlenbruck, 
President of Educational and Technical Con 
sultants of Evanston, Illinois, calls this “peri 
pheral piffle” and I think it is well named. 
For many years we thought all we had to do 
was put out a fancy brochure in four colors, 
send it out, and somebody would come run 
ning to our doors because we were in the 
“heart of” something, we were the “gateway 
to” something. This just doesn’t get the job 
done. Therefore, in community development 
you soon run into the problem of research.
Communities can do some research them 
selves, but very soon they run into the need 
for professional help in research. This can 
be provided by many different groups. Cer 
tainly, in the case of large communities, there 
are consultants or companies that can come 
in and do this job, and do it well. Small com 
munities which cannot afford the cost of 
these larger firms should be able to call on 
your institutions of higher education or your 
Planning Board itself. Research is vital. If 
I add only one thing to this meeting, it would 
be that whatever you do, support research; 
in agriculture, in geology and in timber, 
about all your resources. As you come to 
know more of yourselves you can do a better 
job of selling yourselves to those outside.
We went to an outside agency to make a 
study of the state of Oklahoma, to make an 
honest inventory of its weaknesses and its 
drawbacks. Now I will tell you, without tell 
ing you who made that study, that I think 
anyone of our state colleges probably could 
have done the job. But we wanted an out 
side firm whose view was entirely objective, 
whose findings could be laid before anyone. 
We have laid this report before industrial 
firms, the bad with the good. Don’t think 
you can hide your dirty linen from an in 
dustry that is looking at you. Before they 
finish they will find out more about you 
than you ever knew of yourself. The impor 
tant thing they are looking for is this—do you 
know what your weaknesses are, and do you 
have a program to overcome them? Com 
munity development based upon community 
research gives a solid foundation for econo 
mic development.
Lastly we come to industrial development. 
You might be interested to know that nearly 
80 percent of our activity in the field of in 
dustrial development is conducted entirely 
within the state of Oklahoma. Your toast 
master spoke of some $850 million worth of 
industries, new industrial expansion in the 
state of Oklahoma in the past three years. 
$600 million of that came from growth of our 
own industry and $250 million from the out 
side. Some years ago, when I was working 
at the Federal Reserve Bank in Kansas City,
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we made a study of the greater Kansas City 
area and found that excluding branches of 
national firms, that some 85 percent of the 
firms employing over 500 people had started 
in Kansas City with 10 employees or less 
and had grown. When you go back to the 
industrial East, into their smaller towns, you 
will find that these industrial communities 
are areas where industries were started small 
and have grown.
We put a great deal of our time in working 
with existing industries. The staff of the 
Department of Commerce and Industry’s in 
dustrial division contains engineers. And a 
great deal of their time is spent going into 
small plants employing four to ten people. 
Dehydrating alfalfa, making wood products 
in the eastern part of the state, or a machine 
tool shop command their attention. They 
work with these firms in helping them lay 
out production lines in order to produce 
more efficiently. We have served as a pro 
duct clearing house for state manufacturers. 
We had one firm which was making black 
boards. It sent outside the state to get cer 
tain parts. We found a company in Okla 
homa that could produce these parts and 
brought the two together, thus saving the 
cost of transportation. We spent a great deal 
of time with existing industry, because we 
can document and you can document, your 
state industries that have started small and 
have grown.
I would like to add one more thing to your 
thinking on this program, one that we did 
not get underway in Oklahoma, but one that 
is underway in our sister state of Arkansas. 
Under the leadership of Mr. Winthrop Rocke 
feller and the Arkansas Industrial Develop 
ment Council, an appeal has been made to 
retired executives and retired bankers, ask 
ing them if they will donate four or five days 
of their time a month, at their own expense, 
to work with small industrial firms. Re 
tired management people help firms with 
their internal problems and retired bankers 
help them with their financing problems. I 
am sure that in Montana, as in Arkansas and 
Oklahoma, you have retired people who
would welcome the opportunity to make a 
productive effort toward the development of 
their state.
We have done a great deal of work in the 
field of subcontracting. We have a com 
plete IBM file of nearly every machine shop, 
woodworking shop, plastic, and metal work 
ing shop in the state of Oklahoma. When 
Douglas or North American is looking for a 
particular type of production equipment we 
can run our cards through the IBM machine 
and tell their purchasing agent within two 
minutes the firms in the state, or in the re 
gion, that can meet their particular require 
ments. Last year we were able to turn over 
to Oklahoma machine shops some $2,500,000 
worth of subcontracts. This either expanded 
their payroll or stabilized their employment.
We devoted about 10 percent of our time 
to bringing in new industry. I think that 
anyone who has worked in the field of in 
dustrial development will agree you don’t sell 
industries. About all you can do is to prepare 
yourself to answer reasonable questions from 
those industries that are looking for a site. 
Selling consists of being absolutely objective, 
absolutely honest and putting yourself in the 
position of the industry, when you are trying 
to recommend a location for a new plant or 
a new industry. In the case of some of the 
largest plants that we have had come into 
the state, we did some important work be 
hind the scenes. But their location was al 
ways a teamwork proposition. The utilities, 
the railroads, the Chambers of Commerce, 
and the banks teamed up to get the job done.
I am sure many of you who are here this 
evening are from smaller communities. You 
are saying that this program is fine but it is 
a program for Butte, it is a program for Bil 
lings, a program for Great Falls, not a pro 
gram for us. Well, you are wrong. We have 
all the problems in Oklahoma that you have 
out here and we have a few more. We don’t 
have the water you have for one thing. We 
have high transportation costs and we have 
many people who tell you why nothing can 
be done in Oklahoma. As a matter of fact, 
we still have a good many communities, even
22
today, which are not going to get better until 
we have a few high priced funerals. I’d like 
to tell you the story in just a few minutes of 
a small community that proves that it can 
be done. I want to tell you the story of Hugo, 
Oklahoma.
Hugo, Oklahoma, is located in little Dixie, 
an area where a large percentage of our 
colored citizens used to live. In 1945, Okla 
homa A & M College made a study of Hugo’s 
trade area in Choctaw County. The greatest 
single source of income was old age assistance 
and relief checks to the unemployed and de 
pendent children. Relief income exceeded 
agricultural income by 50 percent. The per 
capita income was one of the lowest of any of 
the counties in the state. It was a dirty, 
dingy, “down at the heels” community. When 
we made this study I would have bet my bot 
tom dollar that this was one study that would 
go on the shelf and nothing would happen. 
But I was wrong, very wrong.
When we made this study we recommended 
that the first step that they would have to 
make was to improve their trade area. We 
made this study in 1946 and it did lay on the 
shelf for nearly a year and I was sure that 
nothing was going to happen. But the recom 
mendations were going through a process of 
gestation. Finally one man in that commun 
ity caught fire. I think it is very significant 
that the man who caught fire was the banker. 
I have found among Oklahoma communities 
that the community that moves forward is 
the community in which the banker is ready 
to go. If the banker is not ready to lead you 
are not going very far. This banker caught 
fire.
Hugo was located in the Dallas, Texas, 
milkshed and this banker, who, incidently, 
was born and raised up around Owatonna, 
Minnesota, and who had migrated to Okla 
homa, said, “Why don’t we bring in some 
registered dairy heifers and see if we can’t 
establish some Grade A dairies?” And so 
they did. They sent trucks up to Wisconsin 
and Minnesota to bring back good dairy 
heifers which were placed in the care of 
4H Club youngsters. This created so much
interest that they actually, in a moment of 
great enthusiasm, flew some dairy heifers in 
from California. This was undoubtedly the 
Texas influence, as they are located on the 
border of Texas and Oklahoma. The bank 
ers, having decided that this was a good 
program, started making loans to farmers to 
build Grade A milk parlors and to buy regis 
tered cows. Today, you will find many 
Grade A dairies in a county that had very, 
very few good cattle before 1945.
Then somebody said, “We can grow good 
vegetables down here. Why don’t we build a 
packing shed and grow tomatoes?” There 
were those people in Hugo that said it would 
not work—and it nearly didn’t—but it did! 
They grew those tomatoes, but they found 
that the Rio Grande Valley tomatoes beat 
them to the early market. About the time 
the Hugo tomatoes would reach the fresh 
market the prices would break. So this 
banker said, “Why don’t we build a packing 
house? Why don’t we can these vegetables?” 
And, believe it or not, they created an in 
dustrial development corporation and built 
a vegetable packing house. It nearly failed, 
but it didn’t! They induced a packing com 
pany to come in and they started canning 
vegetables. They get a penny a case royalty 
from the canned vegetables. This income is 
retiring the cost of the plant.
In our study we pointed out they lacked a 
hospital. Their people were going to Paris, 
Texas, for medical care. They had only a 
few older doctors left, and new doctors were 
not coming to their community. Someone 
said, “Why don’t we build a hospital?” Some 
one suggested the Hill-Burton Act. They got 
to work. They voted the bonds. They built 
and installed the hospital. They brought in 
dentists and young doctors.
About this time a traveling circus came 
through Hugo at the close of the season. They 
liked the community, and they decided to 
make it their winter headquarters. Other 
circuses liked the area and they, too, set up 
winter headquarters. Somebody got the idea 
of making it a “Winter Wonderland.” Today, 
from all parts of Arkansas, Oklahoma and
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Texas, people come and visit this circus in 
winter quarters. This brought tourists to the 
town and tourists spent dollars. We have a 
saying in the South, “A Yankee tourist is 
worth two bales of cotton, and is twice as 
easy to pick.” And so in Hugo a tourist in 
dustry developed.
About four years ago, a couple of men 
drove into Hugo on their way to Texas. They 
stopped to have lunch. After lunch they 
strolled across the street to a J. C. Penney 
store. In the window there was a display of 
work gloves. They went into the store, in 
troduced themselves, and asked the manager 
why he was featuring that particular brand 
of gloves. He replied that these were the 
best gloves he carried. They told him then 
they represented the company that made the 
gloves. They were on their way to Texas to 
look for a site for a new plant. The manager, 
who was a good Chamber of Commerce mem 
ber, said, “Why go any further? Here is 
where you should locate.” He took them 
down to the Chamber of Commerce office. 
It was not quite this simple. However, within 
four months the Wells-Lamont firm agreed 
to locate a glove factory in Hugo. This glove 
factory was built by the people of Hugo. 
Workers donated their time, journeymen 
were paid their usual rates, but “kicked 
back” 25 percent of their salary. People gath 
ered down by the railroad sidings in the even 
ing to unload steel and block, etc. A building 
that is worth $200,000 was built for about $90- 
000.1 was there during the time; they held pie 
suppers, rodeos, and everything, but they 
built this building.
Wells-Lamont today is employing 300 
people, about 225 of them are women and 75 
men. Now if that were all the story, I would 
stop. But folks, in the last five years seven 
small new industries have come into that 
community. The new industrial payroll cre 
ated in the last five years exceeds welfare 
payments and agriculture combined. The 
merchants of Hugo are in good shape. They 
have built a new high school, and they have 
built new churches. They built a new Ma 
sonic Lodge. Hugo is a new community to 
day. The young people are not leaving 
Hugo, they are staying in Hugo—a com 
munity of 3,500 that caught fire.
It took vision, it took a willingness to risk, 
it took money, and it took time. It took a 
lot of hard work, but it can be done—it can j
be done. But you have to start from where 
you are. You start building on what you 
have, and you go from there. There is a 
teamwork, for when the Wells-Lamont plant 
was built, farmers and businessmen alike 
worked on the plant. In that plant today 
farm women and urban women work to 
gether. ' It can be done, but it takes sacrifice, 
it takes time, it takes perseverance, it takes 
determination. You are not different than 
we were. You have communities that will 
move ahead. You start by building a better 
community and improving what you have.
In so doing you learn how to build yourself 
better, and make yourself more attractive. 
This in turn will bring the desired develop 
ment. Don’t worry about big industry. Gen 
eral Motors will probably locate its own 
plants, and so will Western Electric. But the 
Wells-Lamont plant and the Carthage Box 
Company, the popcorn plant, these are the 
ones that you can bring in.
Oh yes, one other thing about Hugo, there 
were some industries there. There had to 
be to support the community. The industries 
that were there are now growing, too. The 
lumber mill added a creosoting plant, and 
makes creosoted posts. The feed mill has 
expanded, and added a new grain elevator 
because there was more feed requirement in 
the area. This made four new jobs. Because 
farm wives can now get income, the farmers 
are not leaving. The small farms are becom 
ing stabilized in the area. As men are drawn 
into the industrial establishments and away 
from stores and filling stations, farmers in 
the area are coming into town and filling 
these jobs. The level of income of the people 
of Hugo in the last five years has doubled.
That’s what can happen if you have cour 
age, vision, a plan, and a dream and are will 
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LOCAL BANK DEBITS1—  
(1947-1949=100)
Billings Butte Glendive Groat Falls Kalispcll Malta Miles City Missoula
1957
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
Feb. „ 177.9 195.5 149.3 161.8 176.5 200.8 156.0 167.6 156.6 177.9 105.5 130.4 105.8 126.1 166.5 181.4
March .. 178.6 200.6 159.3 156.4 1785 193.2 150.5 164.9 149.8 173.2 108.5 130.0 104.2 121.6 163.0 180.6
April .. 193.4 203.1 166.8 169.0 197.7 206.2 159.2 165.3 152.5 170.6 131.8 137.2 110.4 126.3 173.6 176.8
May ... .. 190.0 203.2 138.1 150.1 185.3 208.2 139.1 153.3 165.5 168.0 120.3 132.4 101.0 125.6 173.0 180.8
June .. 189.8 200.5 171 5 159.2 202.9 215.7 155.0 161.0 180.8 176.2 125.3 131.8 106.2 119.5 185.0 178.6
July .... 198.6 203.3 155.2 156.6 188.5 207.8 153.1 155.1 187.9 167.2 118 5 136.1 111.4 121.2 186.6 181.0
Aug. ... 200.0 198.0 139.0 138.3 188.1 196.1 160.4 163.0 190.5 187.5 115.1 128.4 121.0 125.6 187.9 186.7
Sept. .. 222.9 210.7 154 7 159.3 201.3 197.6 179.4 159.9 198.0 177.5 158.5 156.7 155.4 145.2 216.6 207.1
Oct. ... 232.4 203.0 143.5 134.5 230.4 197.4 169.1 142.9 178.4 170.2 147.9 116.4 162.0 115.8 210.0 195.0
Nov.__.... 221.0 193.7 137.0 134.7 265.0 213.7 150.0 145.2 178.7 168.1 173.7 134.2 187.7 150.2 197.7 189.5
Dec. _ 
1958
.... 217.5 207.3 149.0 141.8 232.6 206.2 155.4 160.0 188.8 184.0 171.7 144.6 158.8 139.7 233.3 228.5
Jan. . .. 207.4 209.7 135.7 139.2 242.6 247.8 163.0 153.3 166.1 170.9 145.6 144.6 139.7 144.0 197 8 202.2
Feb. .. 185.7 203.8 133.4 145 2 203.3 231.5 135.6 145.8 145.1 164.1 125.0 153.6 109.5 130.2 162.3 177.0
March .. 199.8 225.5 133.5 130.4 209.4 226.1 129.7 142.0 130.1 150 4 116.0 138.4 112.5 131.4 195.0 217.1
Adj.— Adjusted for seasonal variation 
Com puted from  reports o f Federal Reserve Bank of Minneapolis. Daily average.
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Montana’s Carload Rail Freight Bill— A Further Analysis of 
Interstate Commerce Commission Waybill Statistics for
Montana
William S. Peters 
Associate Professor of Business Administration 
Montana State University, Missoula
Under the title “Interstate Rail Shipments 
and the Cost of Remoteness” the August 1957 
Montana Business presented an analysis of 
the Interstate Commerce Commission’s way
bill sample data pertinent to Montana, Idaho, 
and Wyoming. Particular attention was de
voted to the destinations of shipments of 
natural resource products from each of these 
states and to their comparative rail costs in 
reaching terminal markets for these com
modities. The present article is devoted to 
a more thorough study of the cost and dis
tance characteristics of rail shipments both 
originating and terminating in Montana. The 
results are expressed in terms of annual av
erages based on the three-year period (1953- 
1955) for which the I.C.C. one-percent sample 
data have been studied.1
‘The extent of possible sampling errors in estimating 
totals for all shipments from the sample waybill 
data depends on the number of carloads repre
sented in the waybill samples for the category of 
movement in question. Sampling errors are ex
pressed in terms of the chances of the estimated 
total varying from the true movement total by 
more than a given percentage. The chances are 
one in twenty that an estimated total, based on the 
following numbers of carloads, varies from the 
true total by more than the percentages listed.
50 C.L. - 28% 
100 C.L. - 20% 
200 C.L. - 14% 
400 C.L. - 10%
800 C.L. - 7%
1600 C.L. - 5%
3200 C.L. - 3V2% 
6400 C.L. - 2 ^%
The following are the numbers of carloads in the 
sample waybill data for major categories of ship
ment:
Incoming Outgoing Local Total
A ll Commodities 1281 4686 2223 8190
Products of Agriculture 105 1473 459 2037
Animal Products . 72 875 116 1063
Products of Forests _ 50 710 662 1422
Products of Mines 303 776 501 1580
Manufactures & Misc. .. 751 852 485 2088
Volume and Character of
Total Rail Freight
The total tonnage of carload rail freight 
originating and/or terminating in Montana is 
estimated at 10.1 million tons per year. 
(Table 1.) Of this, outbound shipments 
comprise 5.9 million tons, inbound 1.3 million 
tons, and local (Montana to Montana) ship
ments 3.0 million tons.
Agricultural products constitute the larg
est segment of outgoing tonnage, wheat ship
ments alone aggregating some 2.2 million 
tons, over one-third of the total. Three pro
duct categories (wheat; cattle and calves; 
and lumber, shingles and lath) account for 
2.9 million tons— just about one half of the 
total. Outgoing tonnage of cattle and calves 
is estimated at 260 thousand tons and lum
ber, shingles and lath at 460 thousand tons 
annually.
The estimates place the total freight bill 
for shipments originating in Montana at $87.1 
million, of which $78.3 million represents 
out-of-state shipments and $8.8 million local 
shipments. $44.6 million of the $78.3 million 
cutgoing freight revenue is accounted for by 
the three product classes mentioned previ
ously. Total revenue from outgoing wheat 
shipments approximates $29.4 million, lum
ber, shingles and lath $9.5 million, and cattle 
and calves $5.7 million.
The approximate errors above refer to totals only. 
Ratios such as average length of haul, and the total 
in one movement category expressed as a percent
age of all movements are subject to different samp
ling errors. However, the errors involved in such 
ratios are more likely to be smaller rather than 
larger than the errors given above.
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TABLE 1
ESTIMATED ANNUAL AVERAGE TONNAGE, FREIGHT REVENUE, AND 
AVERAGE LENGTH OF HAUL FOR CARLOAD RAIL SHIPMENTS 
ORIGINATING OR TERMINATING IN MONTANA, 1953-1955
Tonnage (millions of tons) Revenue ($ millions) Average Length of Haul (miles)
Incoming Outgoing Local Incom ing Outgoing Local Incoming outgoing Local
Commodity Class Shipments Shipments Shipments Ship ments Shipments Shipments Shipments Shipments Shipments
All Commodities .... 1.26 5.88 3.04 25.5 78.3 8.8 901 920 121
Products of
Agriculture — .11 2.54 .77 1.3 34.6 2.4 600 831 94
Animal Products ... .03 .32 .04 0.7 7.3 0.3 968 1,044 200
Products of Forests .06 .80 .85 0.7 11.7 1.4 665 1,154 78
Products of Mines .. .48 1.12 .83 3.4 8.8 1.9 683 846 135
Manufactures
and Misc........ .59 1.09 .56 19.4 16.0 2.8 1,145 996 199
Also presented for the various kinds of ship
ments are the average lengths of haul. Pro
ducts of agriculture and mines have the 
shorter average hauls among outgoing ship
ments, while animal products and products 
of forests travel somewhat longer average 
distances. The regional distributions of out
going rail shipments were discussed at some 
length in the earlier article of this series.
Characteristics of Incoming
Rail Freight 
About half of the incoming tonnage consists 
of products of manufacturers, and the bulk 
of the remainder is products of mines. No 
single product category appears to dominate 
the list of incoming manufactured goods. A 
considerable list must be assembled to ac
count for only 62 percent of the tonnage of 
incoming manufactured products in the way
bill samples. For the three years studied, 
these product classes and their proportions
of total sample tonnage are:
Food products, not otherwise classified 9.0%
Iron and steel pipe fittin gs................. 8.4
Manufactured iron and s te e l____________ 7.2
G aso lin e_______________________________  6.1
Building paper, r o o f in g ______________ 5.1
Railroad t r a ck ________________________  3.6
C h em ica ls______________________________ 3.3
Lubricating o i l s ________________________  3.0
Manufactures and miscellaneous ______ 2.9
Refined petroleum_____________________ 2.7
Automobiles, passenger _______________ 2.5
Liquors, m a lt___________________________  2.3
Fuel, road o i l ___________________________ 2.1
Machinery, m ach ines___________________ 1.9
Agricultural im plem ents____________   1.7
Total above product c la sse s...... ........... 61.8%
The waybill sample carload tonnage for 
incoming shipments of products of mines is 
distributed by product classes as follows:
Bituminous c o a l------------------------ 25.1%
Zinc o r e ________________________________21.0
Phosphate rock ---- --- -------------- 15.3
Coke ----- --------------------------- 11 -6
Lead o r e _______________________________10.6
Salt ______________________   5.4
Other products of m in es--------------  11.0
T o t a l____________________________________ 100.0%
The distributions of incoming tonnage by 
region of origin for the two most important 
segments of incoming tonnage are as follows:
Region






Other Mountain ... .... 21 66
Far West — .... — ___  22 15
West North Central .... 16 3
East North Central .___ 26 9
South _____________ 9 6
Mid-Atlantic ....... 1 1
Northeast ...........___  5 0
___  100 100Total
The distances travelled by incoming manu
factured products are noteworthy, raising 
the question of developing closer sources of 
supply for these same products. A substan
tial proportion of incoming manufactured 
products comes from the industrial East Cen
tral states at distances of 1300 to 1500 miles
and over. This 26 percent of incoming ton
nage accounts for some 37 percent of incom
ing freight revenue on manufactured pro
ducts. As pointed out previously the manu
factured products class contains a wide va
riety of products, so that part of this contrast 
between tonnage and revenue undoubtedly 
arises from a difference between the “product
4
mix” of less distant versus more distant ship
ments. But some portion of this differential 
probably could be traced to the distance fac
tor, and it would be interesting to learn 
whether closer alternative sources of sup
ply exist. Lessening the burden of transpor
tation costs on Montana’s economy is not 
wholly a question of reducing transportation 
rates, but is also a matter of searching out 
closer sources of supply. One should remem
ber, too, that the crucial problem could be 
neither transportation rates nor suppliers’ 
locations, but one of competition (or the lack 
of it) among suppliers. If there are no sub
stantial differences among suppliers in the 
specifications of the product, the nature of 
services offered, or other terms of trade, local 
buyers will reap scant benefit from the exis
tence of a nearby supplier whose pricing 
policy is one of meeting the effective de
livered prices of more distant suppliers rather 
than one of initiating price competition.
The list of major incoming manufactured 
products is also intriguing in connection with 
the possibility of developing more manu
facturing or processing in Montana for local 
markets. The feasibility of market oriented 
manufacturing or processing in any specific 
case turns on a variety of technological and 
economic elements, but the list can serve as 
a starting point.
Distance Characteristics of 
Outgoing Shipments
Average distances travelled by major 
classes of shipments leaving Montana were 
presented in Table 1. However, no detail 
is available there on the distribution of Mon
tana’s outgoing shipments by distance inter
vals. This can be accomplished by arraying 
the states of destination in order of average 
distance for tonnage terminating in those 
states, and subsequently cumulating the ton
nage shipped through the list of states so ar
rayed. This was done for each of the major 
commodity groups for each of the years 1953, 
1954 and 1955. To obtain an average “pic
ture”, the three tonnage-distance cumulations 
for each product group were generalized into
TABLE 2
APPROXIMATE DISTANCES EXCEEDED BY 
75, 50, and 25 PERCENT OF TOTAL 
TONNAGES OF CARLOAD RAIL SHIPMENTS 
FROM MONTANA, 1953-1955








All Commodities ....... 625 850 975
Products of Agriculture .. 700 775 850
Animal Products ....... 750 975 1,325
Products of Forests ..... 750 1,200 1,400
Products of Mines ----- 525 700 800
Manufactures and Misc. 575 950 1,250
a single distribution which could then be used 
to estimate the distance exceeded by any de
sired proportion of total tonnage. The dis
tances in Table 2 were derived in this way.
These figures supplement those already 
presented on overall average distances by 
providing an indication of the range of more 
typical distances of shipment. It is seen, for 
instance, that 50 percent of all agricultural 
products tonnage moves to states having des
tinations at average distances of 700 to 850 
miles from points of origin in Montana, while 
the distances of shipments of animal pro
ducts are much more varied. A range, of 
distance of 750 to 1325 miles is required to 
encompass the middle 50 percent (by dis
tance) of animal products tonnage. Forest 
products are another group in which there 
'is a wide spread in distances commonly 
shipped. Typical shipment distances for out
going products of mines are restricted to a 
relatively narrow range.
A second method, which leads to a fixed 
assortment of states in each distance class, 
was employed to obtain comparative distri
butions of outgoing tonnage in the several 
commodity classes. This consisted of ar
ranging the states in distance classes deter
mined by the average length of outgoing haul 
for all products combined. The resulting dis
tribution of tonnage by commodity and dis
tance classes is shown in Table 3.
The largest segment of tonnage in each 
commodity class except animal products ter
minates in the states in Class III (600-899 
(Continued on page 8)
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<19‘tt
Statewide — Nonagricuiturai Employmeni j|
Primary Metals& Other
Lumber & Durable Goods Nondurable
Total Timber Prod. Mfg. Mfg. Mining . M
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. unadj. Adj. I u
1957
Feb............. ___  111.4 119.1 110.9 125.5 116.7 116.7 95.9 104.1 126.7 124.8
March ______ .... 112.0 119.0 109.1 127.3 116.7 118.5 97.3 104.1 126.7 125.7 11
April ......... - -  115.1 118.8 112.7 134.5 118.5 120.4 97.3 102.7 121.8 121.8 A
May ..... -... ..... 119.1 118.9 129.1 136.4 113.0 116.7 98.6 102.7 117.8 119.8 1
June .......... ___  123.4 119.1 150.9 138.2 114.8 114.8 98.6 101.4 116.8 117.8 1
July ..........- 124.9 119.2 154.5 140.0 118.5 114.8 101.4 101.4 112.9 114.8 1
Aug. ..... ...... .. - 124.9 118.2 154.5 136.4 116.7 113.0 101.4 100.0 105.9 105.9 1
Sept..........— -___  123.7 118.7 150.9 133.4 113.0 112.5 102.7 101.2 101.0 101.1 1
Oct........ ......___  120.0 117.1 143.6 133.7 107.4 109.8 113.7 100.0 96.0 98.4 1<
Nov__________ ___  116.8 116.2 134.5 131.7 105.6 105.9 109.6 102.6 95.0 94.3 1
D ec........ ..... ___  113.8 114.6 127.3 130.6 101.8 101.6 101.4 99.3 95.0 91.9 1
1958
Jan.............. ....  109.2** 115.4** 110.9 120.2 105.6** 106.1** 100.0 98.9 91.1** 91.4** 1(
Feb......... . ___  106.9 114.2 105.4 118.4 103.7 103.3 94.5 102.6 88.1 86.9 *
March ......... ___  107.1 113.8 103.6 121.2 103.7 104.4 93.2 99.9 83.2 82.2 d
Electric Power Copper Zinc Crude Oil Bank |
Consumption* Production5 Production5 Production5 Debits )'
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. unadj. At
1957
Feb_______ ___ ... 232.0 222.2 194.6 183.6 113.9 109.4 286.8 280.9 156.5 m
March ______ .. 217.2 219.8 190.0 184.5 114.0 112.3 292.8 284.3 160.3 YJ\
April........... .. 227.5 228.9 161.1 151.1 132.5 122.6 290.8 287.9 168.5 18
May ........ — .. 224.5 230.5 147.4 145.8 107.1 100.0 299.3 297.5 156.9 161
June .......... - 212.9 222.0 155.2 60.0 78.4 76.8 301.7 294.6 173.0 17'
July .......... .. 189.2 203.6 150.6 166.4 81.8 85.7 307.3 298.9 171.0 17(
Aug....... ..... .. 195.9 205.1 148.0 162.6 90.2 104.2 308.5 317.1 170.3 16*
Sept....... ..... .. 190.4 193.9 146.0 158.7 82.8 88.5 312.1 327.8 193.6 171
Oct. - ......... ... 175.2 173.8 152.0 149.6 85.9 85.8 304.9 329.6 190.4 16
Nov. _______ ... 180.5 169.3 141.8 133.1 74.0 73.8 301.7 307.2 182.8 16
Dec....... -.... ... 183.2 172.8 141.9 139.0 72.1 71.3 304.5 294.5 187.3 18C
1958
Jan. ___ ... 203.5 196.6 154.7 151.7 63.9 64.5 302.5 299.5 178.3 18C
Feb............. ... 204.6 197.1 133.1 125.0 71.2 68.3 299.3 292.0 154.8 170
March . ..... . 197.3 198.5 142.3 136.8 65.5 63.6 300.5 291.7 160.0 173
Adj.— Adjusted for seasonal variation.
1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- ar 
month.
Unemployment Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings 
^Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Pow 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
^Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana coriii 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
9Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department an 
10Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Serv 






Applicants2;ion & Utilities Trade Government (Number) Carloadiners3Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1957
149.4 93.6 99.1 109.4 116.9 120.2 123.7 16,695 8,933 116.8 133.0 ...... . ....  Feb.
147.1 93.6 98.6 110.0 116.4 120.6 123.3 14,930 8,736 116.3 135.9 ... ...._March
139.1 95.4 98.2 113.3 116.4 121.0 122.2 12,066 9,972 120.5 137.1_____ __  April
141.4 98.6 97.7 116.1 116.7 123.0 121.4 9,032 11,234 129.3 136.0 ______ --- May
139.1 100.0 97.3 120.6 116.7 126.1 121.0 7,943 11,172 132.4 137.9____ .... June
140.2 101.4 96.4 121.7 116.9 126.8 124.5 6,419 11,629 131.5 134.5______ ---  July
136.8 101.4 95.5 122.8 116.9 126.5 125.3 5,872 15,332 141.5 132.5 .... ---  Aug.
139.2 100.0 96.1 121.4 116.6 126.8 125.2 6,328 16,020 137.0 122.8 ___ ....  Sept.
L36.7 97.3 94.8 116.9 114.9 127.2 124.2 8,041 16,614 153.1 127.6 .....  Oct.
136.2 97.3 97.8 115.0 114.9 125.3 127.6 12,564 15,047 141.3 117.0 ........ .. . Nov.
L46.4 92.3 95.0 115.6 113.3 125.3 127.5 • 16,432 12,969 114.3 110.4 ....... .___  Dec.
1958
153.6** 89.1** 93.7** 108.0** 114.0** 122.6*53> 126.0** 21,533 12,193 104.9 117.9 _ ___  Jan.
138.9 88.2 93.0 107.8 115.3 121.8 125.2 23,750 12,728 87.9 100.4______ ___  Feb.
137.3 87.3 91.8 108.6 114.9 123.0 125.6 23,394 13,657 89.8 104.4 March
Nonfarm Mortgage Recordings (Unadj.)8
Savings Insur- Agriculture Food& Loan ance Comm. Dept. Store Prices10 Prices11Total Assocs. Cos. Banks Others Sales1' Livestock Crops (May 1950=100)$1,000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. Adj. Unadj. Unadj. Unadj.
1957
1,987 917 405 1,499 1,166 82.6 129.1 76.0 87.0 108.9 ... Feb.
>,049 1,211 266 2,178 1,394 103.8 138.4 80.0 86.0 108.9 ___Mar.
>,737 1,801 419 1,752 1,765 123.9 130.1 85.0 86.0 106.7 ____ Apr.
>,215 1,760 185 1,937 1,333 120.8 123.9 86.0 84.0 109.1 ... ..... May
>,280 1,511 276 2,065 1,428 118.2 127.8 87.0 83.0 108.8 ... ___ June
>,258 1,549 288 1,753 1,668 116.6 124.7 89.0 83.0 112.2 ---- July
1,019 1,778 265 2,104 1,872 137.9 128.5 91.0 80.0 116.3 ... ---- Aug.
>,450 1,627 410 1,460 1,953 133.7 123.0 91.0 81.0 115.4 ... ...  Sept.
5,629 1,589 348 1,907 1,785 137.1 121.4 89.0 82.0 112.4 .....  Oct.5,462 1,480 192 1,870 1,920 142.0 118.8 90.0 81.0 112.4 ___  Nov.1,616 1,767 443 1,915 1,491 205.8 120.3 92.0 82.0 114.1 ... __  Dec.
1958[•,797 1,399 179 1,753 1,466 76.0 120.6 95.0 81.0 114.0 ... ....  Jan.*,497 1,595 210 1,628 1,064 76.8 120.0 97.0 82.0 113.0 ... ____Feb.
95.6 125.0 103.0 85.0 113.7 ... . .. March
* —  Preliminary * * —  Revised
I-time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
i?ht loaded at Montana points. Daily average.
I Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
15. Daily average.
l'al stores in Montana. Daily average.
Adjusted for seasonal variation: This means that intra-annual repeti
tive fluctuations in the business indicators occasioned by the effects of 
climate, custom and convention have been allowed for statistically. 




ESTIMATED ANNUAL AVERAGE TONNAGES OF CARLOAD RAIL 
SHIPMENTS FROM MONTANA BY STATES GROUPED ACCORDING TO




Commodity Class Total I II ill IV V VI
All Commodities .... .... 5,882 363 395 3,083 1,032 729 280
Products of Agriculture ..... 2,546 21 143 1,682 497 186 17
Animal Products . 316 13 16 74 84 116 13
Products of Forests .......... 804 140 18 244 205 124 73
Products of M ines............. 1,124 123 71 672 105 79 74
Manufactures and Misc. . 
‘The states are as follows:
1,092 66 147 411 141 224 103
I Under 300 miles: Wyoming, Idaho
II 300-599 miles: North Dakota, Utah
III 600-899 miles: Washington, South Dakota, Nevada, Minnesota, Oregon
IV 900-1299 miles: Wisconsin, Colorado, Nebraska, Iowa, Arkansas, Kansas
V 1300-1699 miles: Missouri, California, Illinois, Oklahoma, Arizona, Indiana, Michigan, Texas, New
Mexico
VI 1700 and over: Tennessee, Mississippi, Ohio, Kentucky, West Virginia, Alabama, Pennsylvania, New
York, Maryland, Massachusetts, New Jersey, Virginia, Connecticut, Louisiana, Rhode 
Island, North Carolina, South Carolina, Florida
miles). This class includes the states of Wash
ington, South Dakota, Nevada, Minnesota 
and Oregon. Over half of the tonnage for all 
commodities combined terminates in these 
states, and over half of this latter tonnage is 
agricultural products, chiefly wheat. Wheat 
movements to three states (Minnesota, Wash
ington, and Oregon) account for just under 
25 percent of Montana’s aggregate outgoing 
tonnage. Other substantial movements to 
states in this distance class are products of 
mines and manufactured products to Min
nesota, products of mines to Washington, for
est products to Minnesota, and manufactures 
to Washington.2 * Class IV (900 to 1299 miles) 
includes Wisconsin, Colorado, Nebraska, 
Iowa, Arkansas, and Kansas. The principal 
segments of tonnage here are wheat, forest 
products, products of mines, and manufac
tures to Wisconsin. Class V (1300 to 1699 
miles) includes California, certain South Cen-
2Each commodity group and state of destination 
combination mentioned here and in the discussion 
following accounts for at least 2000 tons in the 
three sample years. This corresponds to an esti
mated annual average movement of at least 67 
thousand tons. They are mentioned in all instan
ces in order of importance according to the sample 
tonnage.
tral and Southwestern states and most of the 
East North Central states. The largest seg
ment of tonnage here is the movement of 
manufactured products to Illinois. Wheat 
and cattle and calves moving to California are 
the remaining large shipments in this dis
tance class. Principal movements to states in 
Class I (under 300 mile average haul) are 
forest products to Idaho and products of 
mines to Wyoming. In Class II (300 to 599 
miles) are found North Dakota terminations 
of manufactured products and of agricultural 
products— chiefly wheat.
Distance and Cost of Outgoing Rail
Shipments for Three Leading Exports' 
Chart 1 portrays the average distance pat
tern of outgoing shipments of 1) wheat, 2) 
cattle and calves, and 3) lumber, shingles and 
lath. The contrasts are quite marked. Over 40
*The cost analysis presented in this section is de
signed to bring out the pattern of changing trans
port cost with distance in each major commodity 
class. No attempt is made to question or to justify 
the costs found in any instance. The differentials 
or “breaks” observed in the cost-distance patterns 
are simply observed as significant aspects of the 
historical transport cost situation faced by Mon
tana shippers as a group.
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CHART I
CUMULATIVE "MORE THAN" PERCENTAGE DISTRIBUTION OF OUTGOING MONTANA 
SHIPMENTS ACCORDING TO AVERAGE LENGTHS OF HAUL TO STATES OF DESTINATION,
1953-1955
TABLE 4
PERCENT OF TOTAL TONNAGE, AVERAGE LENGTH OF HAUL, AND 
FREIGHT REVENUE PER TON BY REGION OF DESTINATION FOR 
THREE LEADING EXPORT COMMODITIES, 1953-19S5
Wheat Cattle and Calves Lumber, Shingles, Lath
Region of









Destination Tonnage (miles) (?) Tonnage
Other Mountain 2.5 515 15.74 8.5
Far West ........ .. 30.7 795 13.94 36.9
W. N. Central ...... 45.3 791 12.93 37.5
E. N. Central ... 20.4 864 13.20 16.4
South .......... 1.1 1,398 22.63 0.41
Mid-Atlantic ....
Northeast ........






















589 15.03 4.2 1,080 17.53
1,118 25.03 1.4 1,509 18.32
899 19.54 60.1 1,228 18.32
1,316 25.82 21.8 1,669 24.12
1,394 26.19 3.01 1,850 27.06
4.11 2,620 27.06
1,844 44.16 5.41 2,243 26.18
1,027 * 22.31 100.0 1,445 20.47
’Less than 50 carloads in 1953-1955 waybill samples.
percent of cattle and calve shipments exceed 
1000 miles. Only six percent of wheat ton
nage exceeds this length of haul, while 94 
percent of lumber, shingles, and lath tonnage 
travels over 1000 miles. Wheat tonnage is 
highly concentrated by distance, some 86 per
cent falling between 600 and 900 miles. Much 
greater variety of lengths of haul is evident 
in cattle and calves, with substantial portions 
of total tonnage having hauls between 600- 
900 miles, 900-1200 miles, and 1200-1500 miles. 
Only a very small proportion of lumber, 
shingles and lath is shipped less than 1150 
miles. Some 40 percent of all tonnage in this 
commodity terminates in Minnesota at an 
average distance of 1190 miles. Beyond this 
distance, Illinois and other East North Cen
tral states account for the bulk of termin
ations up to 1800 miles. The remaining more 
distant terminations are scattered through 
the south and eastern seaboard. In all, 34 
states contributed to the shipment destina
tions for lumber, shingles and lath in the 
waybill samples for the three years covered.
Table 4 presents the regional distributions 
of terminating tonnage in each of these pro
ducts, together with the average length of 
haul and freight revenue per ton for ship
ments into each region. The figures for wheat 
and cattle and calves are particularly inter
esting in view of the substantial and prob
ably increasing proportions of this tonnage 
moving into West Coast states.4 Wheat ship
ments have apparently been moving to Far 
West destinations, averaging about the same 
distance as West North Central shipments, 
at an added cost of about $1 per ton. The 
“east-west” differential appears even greater 
in the case of cattle and calves.
Virtually all the tonnage in lumber, shin
gles, and lath moves eastward, and what little 
moves to Far Western states appears to move 
at costs comparable to those to West North 
Central destinations. Somewhat higher costs 
seem required to reach the East North Cen
tral states. The very considerable lengths of 
haul in this product class raise the question 
of whether there are economically feasible 
ways in Montana for further processing or 
treatment of this resource product. Such fur
ther processing usually raises the value of the 
product in relation to its weight and bulk.5 
Especially if intransit privileges were avail-
‘“Interstate Rail Shipments and the Cost of Remote
ness”, by William S. Peters, Montana Business, 
August 1957.
5Plywood and millwork represent developments to 
date in Montana which might well qualify as ex
amples here. See “The Lumber and Wood Pro
ducts Industry in the State Economy”, by Maxine 
Johnson, Montana Business Review, November 1957.
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C H A R T 2
AVERAGE REVENUE PER TON FROM OUTGOING MONTANA SHIPMENTS 
AND FROM ALL U.S. SHIPMENTS IN COMPARABLE DISTANCE INTERVALS
Three Leading Montana "Export" Commodities
WHEAT CATTLE AND CALVES
LUMBER, SHINGLES, AND LATH
• -------.  Montana Shipments O------- ° A" u s - Shipments
SOURCES: Interstate Commerce Commission: Carload Waybill Statistics (One percent sample of terminations) 1953, 1954,1955.
interstate Commerce Commission; Bureau of Transport Economics and Statistics: Statement M-13 6(1954), Mileage 
Block Progressions, March 195 6.
JLB 1958
able,6 the modified product might then be 
more capable of absorbing outgoing trans
portation costs than the original product.
To lend a broader perspective to these com
parative transportation costs, the average 
freight revenues per ton in distance intervals 
covering the major volumes of Montana’s 
shipments in each of these three leading 
“export” commodities are compared with the 
national average freight revenues per ton in 
19547 for the same lengths of haul. (Chart 2).
Notice in cattle and calves that the sharp 
rise in Montana’s revenue per ton in the dis
tance interval (approximately 1350 miles) in
cluding California destinations brings Mon
tana’s costs up to a par with the national av
erage for shipments of comparable distance. 
Our shipments east are largely at costs be
low the nation’s average for similar lengths 
of haul.
In wheat, the picture is also somewhat 
varied. The nearer distances for Montana 
reflect largely our shipments to the state of 
Washington. At the intermediate distances 
covering our large shipments to Minnesota 
and Wisconsin, Montana’s costs move closer 
to the national average line. The rise there
after reflects our experience on a relatively 
small volume of shipments to South-Central 
states, Illinois and California.
In lumber, shingles, and lath, average costs 
in the distance range 1000-1400 miles (which 
includes about half of our tonnage) are 
slightly below the national average line. At 
shorter and longer distances our costs rise 
above the nation’s average for comparable 
distances.
Particularly important states of destina-
“The “intransit privilege” refers to a form of rate 
arrangement under which a shipment undergoing 
processing or storage at an intermediate point is 
accorded a rate based on the through rate from 
point of origin of the raw material to point of 
destination of the processed product. See Henry 
K. Shearer, “The Economic Consequences of Im
provements in Transportation with Special Refer
ence to Montana,” Montana Business Review, Feb
ruary 1958.
'Interstate Commerce Commission, Bureau of Trans
port Economics and Statistics, Statement MB-6 
(1954), Mileage Block Progressions, March 1956.
tion which contribute to the comparative cost 















Washington 217 695 13.23
Minnesota 447 802 12.71
Oregon ___________ - 122 828 13.33
Wisconsin - 234 852 13.05
Cattle and calves 
Washington ......... 63 589 17.57
Minnesota 68 808 18.99
Nebraska 58 896 19.02
Iowa ......... .. 121 989 20.40
Illinois 99 1,311 25.10
California .... 179 1,357 28.35
Lumber, shingles and 
Minnesota
lath 
- 180 1,190 17.30
Missouri .... 29 1,518 21.02
Illinois 39 1,554 23.19
Ohio _____________ 25 1,892 25.35
A common pattern emerges in these three 
commodities concerning the cost-distance 
character of outgoing Montana shipments. In 
all three instances the progression of increas
ing transport costs with increasing distance 
is eased at the distance range covering the 
bulk of Montana’s traditional markets. The 
level of costs in relation to the national aver
age progression which this “break” in Mon
tana’s cost gradient yields is, however, dif
ferent in each commodity. That the cost 
comparison is less favorable at lesser and 
greater distances than those for Montana’s 
traditional hauls would seem to be a factor 
tending to inhibit the shifting of commodity 
flows in response to changes in the geographi
cal distribution of demand. Population and 
industrial growth on the West Coast surely 
make these markets more attractive to Mon
tana producers, and the previous article in 
this series pointed out the increasing propor
tion of our outgoing shipments in wheat and 
cattle and calves which terminate in these 
states. This change in Montana’s orientation 
appears to have occurred in spite of an un
favorable cost differential between westward 
movements of animal and agricultural pro
ducts from Montana and the more traditional 
eastward flows.
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BUREAU OF BUSINESS 













Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Ul 4
1957
March ........ .__ 112.0 119.0 109.1 127.3 116.7 118.5 97.3 104.1 126.7 125.7 10:
April __  115.1 118.8 112.7 134.5 118.5 120.4 97.3 102.7 121.8 121.8 12
May _________ ..... 119.1 118.9 129.1 136.4 113.0 116.7 98.6 102.7 117.8 119.8 15
June ___ _________123.4 119.1 150.9 138.2 114.8 114.8 98.6 101.4 116.8 117.8 16
July _________...  124.9 119.2 154.5 140.0 118.5 114.8 101.4 101.4 112.9 114.8 17
Aug.......... ...... 124.9 118.2 154.5 136.4 116.7 113.0 101.4 100.0 105.9 105.9 17
Sept............ . . 123.7 118.7 150.9 133.4 113.0 112.5 102.7 101.2 101.0 101.1 17
Oct. ............. ...  120.0 117.1 143.6 133.7 107.4 109.8 113.7 100.0 96.0 98.4 16
Nov. — ......... ___116.8 116.2 134.5 131.7 105.6 105.9 109.6 102.6 95.0 94.3 14
Dec. .......... ...___ 113.8 114.6 127.3 130.6 101.8 101.6 101.4 99.3 95.0 91.9 11!
1958
Jan. _________ ...  109.2 115.4 110.9 120.2 105.6 106.1 100.0 98.9 91.1 91.4 10
Feb. ...  106.9 114.2 105.4 118.4 103.7 103.3 94.5 102.6 88.1 86.9 8!
March .......... ...... 107.1 113.8 103.6 121.2 103.7 104.4 93.2 99.9 83.2 82.2 9;





















March _______ ... 217.2 219.8 190.0 184.5 114.0 112.3 292.8 284.3 160.3 173
A pril_______ ... 227.5 228.9 161.1 151.1 132.5 122.6 290.8 287.9 168.5 181
M a y _________ .. 224.5 230.5 147.4 145.8 107.1 100.0 299.3 297.5 156.9 Iff
June _________ 212.9 222.0 155.2 60.0 78.4 76.8 301.7 294.6 173.0 174
July _ ........ .. 189.2 203.6 150.6 166.4 81.8 85.7 307.3 298.9 171.0 n t
Aug. ---- 195.9 205.1 148.0 162.6 90.2 104.2 308.5 317.1 170.3 I®
Sept............ . ... 190.4 193.9 146.0 158.7 82.8 88.5 312.1 327.8 193.6 17*
O ct........... • ... 175.2 173.8 152.0 149.6 85.9 85.8 304.9 329.6 190.4 167
Nov. ........... . 180.5 169.3 141.8 133.1 74.0 73.8 301.7 307.2 182.8 16*
Dec. ............ . 183.2 172.8 141.9 139.0 72.1 71.3 304.5 294.5 187.3 18C
1958
Jan. ... 203.5 196.6 154.7 151.7 63.9 64.5 302.5 299.5 178.3 18C
Feb. ... 204.6 197.1 133.1 125.0 71.2 68.3 299.3 292.0 154.8 17C
March ... 197.3 198.5 142.3 136.8 65.5 63.6 300.5 291.7 160.0 172
April . 202.0 202.4 152.8* 144.2* 74.6s* 69.7* 301.3 299.8 157.4 16*
Adj.— Adjusted for seasonal variation.
Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- ar 
month.
Unemployment Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings 
4Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Pow 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
"Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana comi 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
9Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department an 
l0Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Serv 










Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1957
47.1 93.6 98.6 110.0 116.4 120.6 123.3 14,930 8,736 116.3 135.9_____ ___March
39.1 95.4 98.2 113.3 116.4 121.0 122.2 12,066 9,972 120.5 137.1_____ ____ A pril
41.4 98.6 97.7 116.1 116.7 123.0 121.4 9,032 11,234 129.3 136.0____ _____May
39.1 100.0 97.3 120.6 116.7 126.1 121.0 7,943 11,172 132.4 137.9_____ ____ June
40.2 101.4 96.4 121.7 116.9 126.8 124.5 6,419 11,629 131.5 134.5 ...... ......  July
36.8 101.4 95.5 122.8 116.9 126.5 125.3 5,872 15,332 141.5 132.5 ...... -....- Aug.
39.2 100.0 96.1 121.4 116.6 126.8 125.2 6,328 16,020 137.0 122.8 . _____ Sept.
36.7 97.3 94.8 116.9 114.9 127.2 124.2 8,041 16,614 153.1 127.6____ .... Oct.
36.2 97.3 97.8 115.0 114.9 125.3 127.6 12,564 15,047 141.3 117.0 ... _____Nov.
46.4 92.3 95.0 115.6 113.3 125.3 127.5 • 16,432 12,969 114.3 110.4 . __ Dec.
1958
53.6 89.1 93.7 108.0 114.0 122.6 126.0 21,533 12,193 104.9 117.9 ____ ____  Jan.
38.9 88.2 93.0 107.8 115.3 121.8 125.2 23,750 12,728 87.9 100.4_____ Feb.
37.3 87.3 91.8 108.6 114.9 123.0 125.6 23,394 13,657 89.8 104.4 ________ March
















Total Assocs. Cos. Banks Others Sales0 Livestock Crops (May 1950=100)
; i,ooo ($1,000) ($1,000) ($1,000) ($1,000) Unadj. Adj. Unadj. Unadj. Unadj.
1957
,049 1,211 266 2,178 1,394 103.8 138.4 80.0 86.0 108.9 ........  ....... .... Mar.
,737 1,801 419 1,752 1,765 123.9 130.1 85.0 86.0 106.7 ...................... __ Apr.
,215 1,760 185 1,937 1,333 120.8 123.9 86.0 84.0 109.1 .... ....... .... ...... .... May
,280 1,511 276 2,065 1,428 118.2 127.8 87.0 83.0 108.8 ........ ............. ... June
,258 1,549 288 1,753 1,668 116.6 124.7 89.0 83.0 112.2 ...................... .. July
,019 1,778 265 2,104 1,872 137.9 128.5 91.0 80.0 116.3 ...................... —  Aug.
,450 1,627 410 1,460 1,953 133.7 123.0 91.0 81.0 115.4__________________.. Sept.
,629 1,589 348 1,907 1,785 137.1 121.4 89.0 82.0 112.4 .............. ....... .... Oct.
,462 1,480 192 1,870 1,920 142.0 118.8 90.0 81.0 112.4 ___________ .... Nov.
,616 1,767 443 1,915 1,491 205.8 120.3 92.0 82.0 114.1________ Dec.
1958
,797 1,399 179 1,753 1,466 76.0 120.6 95.0 81.0 114.0____________________ Jan.
,497 1,595 210 1,628 1,064 76.8 120.0 97.0 82.0 113.0 ... .........-........ Feb.












* —  Preliminary * * —  Revised
-time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
kht loaded at Montana points. Daily average.
I Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
5. Daily average.
*al stores in Montana. Daily average.
Adjusted for seasonal variation: This means that intra-annual repeti
tive fluctuations in the business indicators occasioned by the effects of 
climate, custom and convention have been allowed for statistically. 
For a more complete discussion see the September 1957 issue of Montana 
Business Review.
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Information on Montana State University
The following information is furnished to 
supplement the discussion of Montana State 
University offerings in business administra
tion, economics and related fields, contained 
in the February issue of the Montana Busi
ness Review.
Montana State University is accredited by 
the Commission of Higher Schools of the 
Northwest Association of Secondary and 
Higher Schools. This accreditation covers all 
of the University’s colleges and schools, in
cluding those of particular interest in this 
context: The College of Arts and Sciences 
(comprising the Economics, Political Science, 
History, Sociology, Psychology and other de
partments); and the Schools of Business Ad
ministration, Forestry, Journalism and Law.
In addition to the overall accreditation, the 
School of Business Administration is accred
ited by the American Association of Collegiate 
Schools of Business; the School of Forestry 
by the Society of American Foresters; the 
School of Journalism by the American Coun
cil on Education for Journalism; and the 
School of Law by the American Bar Associ
ation (Section of Legal Education and Ad
missions to the Bar) and Association of 
American Law Schools. Other schools are 
accredited by the appropriate agencies.
All graduates of accredited Montana high 
schools are automatically admitted to Mon
tana State University upon completion of the 
proper application forms.
LOCAL BANK DEBITS 


































March 178.6 200.6 159.3 156.4 178.5 193.2 150.5 164.9 149.8 173.2 108.5 130.0 104.2 121.6 163.0 180.6
April .. 193.4 203.1 166.8 169.0 197.7 206.2 159.2 165.3 152.5 170.6 131.8 137.2 110.4 126.3 173.6 176.8
May .. 190.0 203.2 138.1 150.1 185.3 208.2 139.1 156.3 165.5 168.0 120.3 132.4 104.0 125.6 173.0 180.8
June .- 189.8 200.5 171.5 159.2 202.9 215.7 155.0 161.0 180.8 176.2 125.3 131.8 106.2 119.5 185.0 178.6
July .. 198.6 203.3 155.2 156.6 188.5 207.8 153.1 155.1 187.9 167.2 118.5 136.1 111.4 121.2 186.6 181.0
Aug. .. 200.0 198.0 139.0 138.3 188.1 196.1 160.4 163.0 190.5 187.5 115.1 128.4 121.0 125.6 187.9 186.7
Sept. .... 222.9 210.7 154.7 159.3 201.3 197.6 179.4 159.9 198.0 177.5 158.5 156.7 155.4 145.2 216.6 207.1
Oct. . 232.4 203.0 143.5 134.5 230.4 197.4 169.1 142.9 178.4 170.2 147.9 116.4 162.0 115.8 210.0 195.0
Nov. .. 221.0 193.7 137.0 134.7 265.0 213.7 150.0 145.2 178.7 168.1 173.7 134.2 187.7 150.2 197.7 189.5
Dec. -.. 217.5 207.3 149.0 141.8 232.6 206.2 155.4 160.0 188.8 184.0 171.7 144.6 158.8 139.7 233.3 228.5
1958
Jan. - 207.4 209.7 135.7 139.2 242.6 247.8 163.0 153.3 166.1 170.9 145.6 144.6 139.7 144.0 197.8 202.2
Feb. - 185.7 203.8 133.4 145.2 203.3 231.5 135.6 145.8 145.1 164.1 125.0 153.6 109.5 130.2 162.3 177.0
March 199.8 225.5 133.5 130.4 209.4 226.1 129.7 142.0 130.1 150.4 116.0 138.4 112.5 131.4 195.0 217.1
April .. 196.0 205.0 126.0 126.5 212.5 220.9 136.2 140.4 123.4 137.7 119.2 123.4 119.5 136.1 187.7 190.4
A d j .— Adjusted for seasonal variation
’Com puted from  reports of Federal Reserve Bank of Minneapolis. Daily average.
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Albert T. Helbing, Acting Dean
We are pleased to announce that Dr. Albert 
T. Helbing, Professor of Business Adminis
tration, has been named Acting Dean of the 
School of Business Administration effective 
July 1st replacing T. H. Smith. Dr. Helbing 
has been on the Montana State University 
faculty since 1948 and brings to his new po
sition an extensive background in academic 
life, government, and industry. He has held 
administrative or consultative positions in 
business and government with Lockheed Air
craft, Bell Aircraft, Chance-Vought Aircraft,
Studebaker Corporation, Oil Well Supply 
Co., the Illinois Department of Labor, the 
U- S. Department of Labor, the U. S. Forest 
Service, and the Kellogg Foundation. Dr. 
Helbing, who received his Ph.D. from Johns 
Hopkins University, is a member of Phi Beta 
Kappa, the American Economic Association, 
the Western Economic Association, and the 
American Society for Public Administration. 
He serves on the National Advisory Commit
tee of the latter organization.
L O C A L
(1947-:
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April 193.4 203.1 166.8 169.0 197.7 206.2 159.2 165.3 152.5 170.6 131.8 137.2 110.4 126.3 173.6 176.8
May _ 190.0 203.2 138.1 150.1 185.3 208.2 139.1 156.3 165.5 168.0 120.3 132.4 104.0 125.6 173.0 180.8
J u n e _ 189.8 200.5 171.5 159.2 202.9 215.7 155.0 161.0 180.8 176.2 125.3 131.8 106.2 119.5 185.0 178.6
July .... 198.6 203.3 155.2 156.6 188.5 207.8 153.1 155.1 187.9 167.2 118.5 136.1 111.4 121.2 186.6 181.0
Aug. 200.0 198.0 139.0 138.3 188.1 196.1 160.4 163.0 190.5 187.5 115.1 128.4 121.0 125.6 187.9 186.7
Sept. .... 222.9 210.7 154.7 159.3 201.3 197.6 179.4 159.9 198.0 177.5 158.5 156.7 155.4 145.2 216.6 207.1
Oct. 232.4 203.0 143.5 134.5 230.4 197.4 169.1 142.9 178.4 170.2 147.9 116.4 162.0 115.8 210.0 195.0
N o v ...... 221.0 193.7 137.0 134.7 265.0 213.7 150.0 145.2 178.7 168.1 173.7 134.2 187.7 150.2 197.7 189.5
D e c .  __ 217.5 207.3 149.0 141,8 232.6 206.2 155.4 160.0 188.8 184.0 171.7 144.6 158.8 139.7 233.3 228.5
1958
Jan. _ 207.4 209.7 135.7 139.2 242.6 247.8 163.0 153.3 166.1 170.9 145.6 144.6 139.7 144.0 197.8 202.2
Feb. 185.7 203.8 133.4 145.2 203.3 231.5 135.6 145.8 145.1 164.1 125.0 153.6 109.5 130.2 162.3 177.0
March 199.8 225.5 133.5 130.4 209.4 226.1 129.7 142.0 130.1 150.4 116.0 138.4 112.5 131.4 195.0 217.1
A p r i l 196.0 205.0 126.0 126.5 212.5 220.9 136.2 140.4 123.4 137.7 119.2 123.4 119.5 136.1 187.7 190.4
May — 181.3 194.1 120.0 130.7 189.2 213.3 132.0 
A d j. — A d ju s t e d  f o r
148.5 146.4 148.2 
s e a s o n a l  v a r i a t i o n
125.8 137.3 117.3 141.3 180.7 188.8
’Com puted from  reports of Federal Reserve Bank of Minneapolis. Daily average.
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METAL MINING — A PROBLEM INDUSTRY
Maxine C. Johnson, Research Associate
Bureau of Business and Economic Research 
Montana State University, Missoula
Much of the discussion and debate concern
ing the current economic situation has been 
focused upon the ailing metal mining indus
try. This is particularly true in the western 
states, where mining is of great importance. 
In addition to being a regional problem, how
ever, the mining decline is of national and 
international significance.
Among the hardest hit of the metals have 
been copper, lead, and zinc, of prime impor
tance both nationally and in Montana. This 
report will deal chiefly with these three 
metals.
The Decline in Copper
In 1955, copper was in short supply, with 
heavy and growing demand both in the 
United States and in Western Europe. With 
the supply situation temporarily aggravated 
by labor disputes in Rhodesian, Chilean, and 
domestic mines, the price of copper sky
rocketed to 43 cents per pound in 1955 and 46 
cents in early 1956. These prices resulted 
in greatly increased capacity and production, 
and despite strike losses 1955 world output 
hit a new high. United States production 
that year was less than in peak World War 
II years; in 1956, however, domestic produc
tion set an all-time record.
Warnings that the unrealistic price could 
not be maintained were soon justified. Cop
per consumers began to reduce their inven
tories, purchase on a hand-to-mouth basis, 
or in some cases switch to substitute metals 
such as aluminum. By the end of 1956, the 
price had fallen to 36 cents; by February
1957 to 32 cents. As general business activity 
declined in 1957, a further lag in demand 
forced more price reductions, and in January
1958 copper was selling for 25 cents a pound. 
Since mid-June, two major producers have 
raised the price to 26^ cents, although there
is some question as to whether this price can 
be maintained.
Price declines were accompanied by pro
duction cutbacks, both in the United States 
and abroad, as producers attempted to bring 
supply into a more favorable balance with 
demand and as high cost mines could no long
er operate profitably.1 Total domestic output 
was cut approximately 13 percent between 
April 1956 and March 1958; in Montana, the 
decrease was considerably greater. (See 
Chart 1 and discussion below.)
Despite these cutbacks and the recent price 
strengthening copper still is in trouble. Total 
stocks of refined copper have continued to 
increase and further mine production cuts 
were announced late in May. The effect on 
the supply of refined copper will not be felt 
until August or September.
Lead and Zinc in Difficulty
While the copper industry was experi
encing a period of increasing demand and 
rising prices from 1953 through 1956, lead and 
zinc producers faced a quite different situa
tion. With the heavy demand during the 
Korean War, the price of lead had risen to 19 
cents and zinc to 19^ cents a pound in 1951. 
After the cease-fire, demand for the two 
metals dropped off; by early 1954 (accent
uated by the 1953-54 business decline) the 
price of domestic lead had dropped to 13 
cents and the price of zinc to 9 cents per 
pound. In that year, domestic production of 
both metals fell to the lowest point since 
1934. A slight recovery occurred in 1955 and 
1956, although national production indexes 
for lead and zinc remained well below the
1It is estimated that approximately one-fourth of 
the production available from domestic mines ex
ceeds 29 cents per pound in cost. Some of the low
est cost U.S. mines can produce for 10 cents a 
pound. Business Week, September 7, 1957.
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CHART 1
INDEX OF COPPER PRODUCTION, MONTANA AND THE UNITED STATES,
JANUARY 1956 -MARCH 1958
(Daily Average Production)
1947-1949 =  100
1956 1957 1958
Source: Based on U.S. Bureau of Mines estimates.
1950-52 levels and the 1947-49 base of 100. 
(Table 1.) With the downturn in business 
activity in 1957, consumption of the two 
metals again declined, stocks accumulated, 
and prices and production began to fall, with 
the decline continuing into 1958. (Charts 2 
and 3.) The situation was aggravated by 
heavy imports, at prices frequently below do
mestic quotations. By June 1958, lead was 
being quoted at 11 cents per pound,2 the low
est price in nearly eight years, and zinc at 10 
cents per pound. Stocks of both metals con
tinued to increase; zinc stocks in June were 
the largest in twelve years. A government 
lead and zinc purchase program expired in 
May.
Montana Feels the Effect
The sharp declines in metals production 
have resulted in considerable unemployment 
in the industry. At the national level, metal 
mines employment3 in March totalled 95,000, 
down 17,000 or 15 percent from the 112,000 
at work during several months in 1956 and 
1957. An estimated 3,500 to 4,000 of the work
ers released are in Montana. Other states 
in which mining unemployment is concen
trated are Arizona, Utah, Nevada, New Mex
ico, Idaho, and Colorado.
In Montana, the mines slump has been 
more severe than for the industry as a whole. 
Whereas the decline from the peak of the 
past two years (1956 and 1957) to March 
1958 amounted to 13 percent for U.S. copper 
production, Montana output fell 27 percent.“In mid-June, the price of lead was raised to 11%
cents; by early July, lagging demand forced a re
duction back to 11 cents.
4
’Includes all metal mining.
CHART 2
INDEX OF ZINC PRODUCTION, MONTANA AND THE UNITED STATES, JANUARY 1956 - MARCH 1958
(Daily Average Production)
1947-1949 =  100
For zinc, the declines amounted to 34 per
cent in the United States and 61 percent in 
Montana. Metal mines employment was 
down 15 percent nationally and approximate
ly 40 percent in Montana.
Butte, in 1956 a booming mining town, is
Table 1
YEARLY INDEXES OF DAILY AVERAGE 
PRODUCTION, COPPER, LEAD, AND ZINC, 
MONTANA AND THE UNITED STATES, 
1950-1957 
(1947-1949 =100)
Copper  Zinc  Lead
Montana U.S. Montana U.S. Montana U.S.
1950 95 112 128 101 112 109
1951 100 114 143 109 122 99
1952 107 114 155 107 121 97
1953 135 114 152 87 114 86
1954 103 103 115 75 85 80
1955 142 123 130 81 97 84
1956 168 136 133 87 107 88
1957 158 133 94 84 76 85
currently in the midst of a severe recession. 
Shutdowns and layoffs at the mines, which 
typically produce virtually all the state’s 
copper and from 80 to 90 percent of the lead 
and zinc, began in March and April 1957. 
Total value of base-metal ores output in Sil
ver Bow County declined from $111.1 million 
in 1956 to $71.9 million in 1957, and a further 
sharp decrease is in process for 1958. Late 
in May of this year, closing of the con
ventional mine, the Leonard, was announced 
in a move to cut Butte Hill production by 
another 10 per cent.4 Still in operation are 
the new Berkeley pit and the Kelley mine, 
a block-caving project. Work on the North
west project was discontinued pending im
provement in copper and zinc prices. This 
project involved sinking of two new shafts to 
develop reserves of low-grade ores.






















April ............... - ........... 115.1 118.8 112.7 134.5 118.5 120.4 97.3 102.7 121.8 121.8 i :
May ... ................ ....... 119.1 118.9 129.1 136.4 113.0 116.7 98.6 102.7 117.8 119.8 i {
June __ ..... ............ 123.4 119.1 150.9 138.2 114.8 114.8 98.6 101.4 116.8 117.8 k
July ---------------_____________ 124.9 119.2 154.5 140.0 118.5 114.8 101.4 101.4 112.9 114.8 i r
Aug. .  124.9 118.2 154.5 136.4 116.7 113.0 101.4 100.0 105.9 105.9 i r
Sept. . .  123.7 118.7 150.9 133.4 113.0 112.5 102.7 101.2 101.0 101.1 i r
Oct. .. ... .  ______ ______ 120.0 117.1 143.6 133.7 107.4 109.8 113.7 100.0 96.0 98.4 k
Nov. ___.......................... 116.8 116.2 134.5 131.7 105.6 105.9 109.6 102.6 95.0 94.3 V
Dec..... ___________ 113.8 114.6 127.3 130.6 101.8 101.6 101.4 99.3 95.0 91.9 u
1958
Jan. - .  109.2 115.4 110.9 120.2 105.6 106.1 100.0 98.9 91.1 91.4 h
Feb. ....___  106.9 114.2 105.4 118.4 103.7 103.3 94.5 102.6 88.1 86.9 I
March ....._______ _________107.1 113.8 103.6 121.2 103.7 104.4 93.2 99.9 83.2 82.2 cCl
April . . . .  111.2 114.6 109.1 130.2 103.7 104.5 93.2 98.0 87.1 87.1 lj
May .  114.8* 114.6* 129.1* 135.9* 103.7* 106.8* 94J>* 98.0* 86.1* 87.4* 11
Electric Power Copper Zinc Crude Oil Bank
Consumption* Production3 Production3 Production0 Debits7
1957
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. A
April .. ... 227.5 228.9 161.1 151.1 132.5 122.6 290.8 287.9 168.5 18
May .... ------------------------- ---------------------------- ---- --------------------- 224.5 230.5 147.4 145.8 107.1 100.0 299.3 297.5 156.9 16
June ________ ----------------------- . . .  —  _______ 212.9 222.0 155.2 60.0 78.4 76.8 301.7 294.6 173.0 17
July ................ ---------- --------------------  --------------------------------------- 189.2 203.6 150.6 166.4 81.8 85.7 307.3 298.9 171.0 17
Aug. 195.9 205.1 148.0 162.6 90.2 104.2 308.5 317.1 170.3 16
Sept. ................_____— — — ---------------------- . . .  , ______ 190.4 193.9 146.0 158.7 82.8 88.5 312.1 327.8 193.6 17
Oct ...................... 175.2 173.8 152.0 149.6 85.9 85.8 304.9 329.6 190.4 16
Nov. — . ------------------------------ --------------— .. 180.5 169.3 141.8 133.1 74.0 73.8 301.7 307.2 182.8 16
Dec. __________ 183.2 172.8 141.9 139.0 72.1 71.3 304.5 294.5 187.3 18
1958
Jari. — ___ — ___ _____ — _ . -------------------- . . 203.5 196.6 154.7 151.7 63.9 64.5 302.5 299.5 178.3 18
Feb. 204.6 197.1 133.1 125.0 71.2 68.3 299.3 292.0 154.8 17
March 197.3 198.5 142.3 136.8 65.5 63.6 300.5 291.7 160.0 17
April 202.0 202.4 146.9** 138.6** 86.9** 81.2 ** 301.3 299.8 157.4 16
M ay 204.3 207.2 158.8* 158.0* 76.0* 71.0* 153.1 16
Adj.— Adjusted for seasonal variation.
1 Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full-- a:
month.
Unemployment Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings 
4Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Pov 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
• Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana com 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
9Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department ar 
,0Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Serv 




ct Transportation JobApplicants-’tion & Utilities Trade Government (Number) Carloadines3Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1957
139.1 95.4 98.2 113.3 116.4 121.0 122.2 12,066 9,972 120.5 137.1 ..... . April
141.4 98.6 97.7 116.1 116.7 123.0 121.4 9,032 11,234 129.3 136.0 ......... May
139.1 100.0 97.3 120.6 116.7 126.1 121.0 7,943 11,172 132.4 137.9_________ .. June
140.2 101.4 96.4 121.7 116.9 126.8 124.5 6,419 11,629 131.5 134.5________ - July
136.8 101.4 95.5 122.8 116.9 126.5 125.3 5,872 15,332 141.5 132.5 . - Aug.
139.2 100.0 96.1 121.4 116.6 126.8 125.2 6,328 16,020 137.0 122.8 . .. Sept.
136.7 97.3 94.8 116.9 114.9 127.2 124.2 8,041 16,614 153.1 127.6 ... .... Oct.
136.2 97.3 97.8 115.0 114.9 125.3 127.6 12,564 15,047 141.3 117.0 . .. Nov.
146.4 92.3 95.0 115.6 113.3 125.3 127.5 • 16,432 12,969 114.3 110.4 . Dec.
1958
153.6 89.1 93.7 108.0 114.0 122.6 126.0 21,533 12,193 104.9 117.9 . Jan.
138.9 88.2 93.0 107.8 115.3 121.8 125.2 23,750 12,728 87.9 100.4 _________ .. Feb.
137.3 87.3 91.8 108.6 114.9 123.0 125.6 23,394 13,657 89.8 104.4 ....... March
134.9 87.3 89.6 111.9 115.0 
136.7* 88.2* 87.7* 112.5* 113.1*
Nonfarm Mortgage Recordings (Unadj.)8
Savings Insur- 

















Total:$i,ooo> Assocs.($1,000) Cos.($1,000) Banks($1,000) Others($1,000) Sales Unadj. Adj. LivestockUnadj. CropsUnadj. (May 1950= Unadj. 100)
1957
5,737 1,801 419 1,752 1,765 123.9 130.1 85.0 86.0 106.7 ... .. Apr.
5,215 1,760 185 1,937 1,333 120.8 123.9 86.0 84.0 109.1 ... _. May
5,280 1,511 276 2,065 1,428 118.2 127.8 87.0 83.0 108.8 ... June
5,258 1,549 288 1,753 1,668 116.6 124.7 89.0 83.0 112.2 ... .. July
6,019 1,778 265 2,104 1,872 137.9 128.5 91.0 80.0 116.3 ... - Aug.
5,450 1,627 410 1,460 1,953 133.7 123.0 91.0 81.0 115.4 ... Sept.
5,629 1,589 348 1,907 1,785 137.1 121.4 89.0 82.0 112.4 ... ... Oct.
5,462 1,480 192 1,870 1,920 142.0 118.8 90.0 81.0 112.4 . ... Nov.
5,616 1,767 443 1,915 1,491 205.8 120.3 92.0 82.0 114.1 . -— ------------- Dec.
1958
1,797 1,399 179 1,753 1,466 76.0 120.6 95.0 81.0 114.0 - .. Jan.
1,497 1,595 210 1,628 1,064 76.8 120.0 97.0 82.0 113.0 . Feb
1,423 1,556 222 1,565 1,080 95.6 125.0 103.0 85.0 113.7 ... March










— — ------ -— April
May
* —  Preliminary * * —  Revised
-time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
ght loaded at Montana points. Daily average.
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
Adjusted for seasonal variation: This means that intra-annual repeti- 
_  tive fluctuations in the business indicators occasioned by the effects of!S. Daily average. climate, custom and convention have been allowed for statistically.
For a more complete discussion see the September 1957 issue of Montana 
, , Business Review,ral stores in Montana. Daily average. I— ____________________________________
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CHART 3
INDEX OF LEAD PRODUCTION, MONTANA AND THE UNITED STATES, JANUARY 1956 - MARCH 1958
(Daily Average Production)
1947-1949 =  100
1956 1957 1958
Source: Based on U.S. Bureau of Mines estimates.
Employment in metal mining in the state 
averaged approximately 5,300 during Jan- 
uary-May 1958, down from a peak of 9,000 
in the first quarter of 1957. Butte, where 
most of the unemployment has occurred, has 
felt the effect in other segments of its econ
omy, particularly the trade and services. 
Employment in these industries is down; 
some stores are reported to be on half-day 
schedules. In midwinter, approximately 
2,000 persons were drawing unemployment 
insurance benefits. Some migration from 
Butte has occurred, but it is not believed to 
have been extensive.5 Bank debits, the best 
indicator of over-all business activity, have 
fallen sharply since mid-1957. (See table on 
page 2.)
Affected also by the decline in metal pro-
estimates by the Montana State Board of Health 
place Silver Bow County’s population at 59,600 on 
July 1, 1957, the same as a year earlier. No later 
estimate is available.
duction has been smelter employment in 
Anaconda and Great Falls. Total employ
ment in primary metals (smelting and re
fining of nonferrous metals) this year has 
averaged 4,400, down from 5,100 a year ago.
Montana’s metal mining industry is ac
customed to having its ups and downs. State 
production typically fluctuates considerably 
more than national output. Montana opera
tions (with the exception of the new pit 
mines) are high cost in relation to other do
mestic mines and thus are extra sensitive 
to price fluctuations. During the recent pe
riod of rising copper prices, Montana output 
increased much more rapidly than national 
production, both in response to the higher 
prices and as a result of the opening of the 
Berkeley pit and the Kelley shaft. Similarly, 
lead and zinc production expanded faster 
during the early 1950’s when those industries 
were enjoying rising prices. (Table 1.)
8
No immediate improvement in the Monta
na metals situation is in sight. Most experts 
agree that an upturn in the business cycle, 
which should increase domestic demand for 
metals, will not occur before the fourth 
quarter of 1958 and probably will be very 
gradual. Furthermore, a considerable in
crease in price appears to be necessary before 
the copper mines at Butte will resume full 
operation. Anaconda Company officials have 
been quoted as saying that a price of from 
30 to 32 cents is necessary before full pro
duction and development activities will be 
resumed.
Proposals for Government Assistance
Industry spokesmen and legislators agree 
that new forms of federal government assist
ance are probably necessary to get the indus
try, strategically important to the United 
States, back on its feet. Numerous proposals 
have been made, including increased tariff 
protection, import quotas, direct federal sub
sidies, and government purchase programs.
An Eisenhower Administration-sponsored 
plan was sent to Congress (the Senate In
terior Committee) in May. The plan, as 
amended, provides for a one-year federal 
purchase program for copper, authorizing 
the government to purchase from domestic 
producers up to 150,000 tons of copper at the 
market price, but not to exceed 27y2 cents a 
pound. Assurances from industry represent
atives and members of Congress that the 
plan would drain off excessive inventories 
and stabilize the domestic copper industry 
were said to be significant factors in the Ad
ministration decision to support it. The pro
posal was favorably received and, apparently 
on the strength of it, two domestic producers 
have raised the price of copper to 26 V2 cents.
In addition to the purchase of copper, the 
Administration plan proposes stabilization 
prices for a five-year period for lead, zinc, 
fluorspar, and tungsten. Government pay
ments would be based on the difference be
tween the amount received by a producer for 
a market sale and the amount he would have 
received had the stabilization price been the 
prevailing market price. On the first 500
tons sold by a producer in each quarter, the 
stabilization price for lead would be 17 cents 
and for zinc, 14% cents per pound. For pro
duction over 500 tons, the price would be sup
ported at 14% cents per pound for lead, up to 
a total of 350,000 tons, and 12% cents for zinc, 
up to a total of 550,000 tons. This dual price 
arrangement is designed to give special as
sistance to small producers. The plan also 
sets maximums on the size of payment the 
government will make on each metal: on 
the first 500 tons, payments would not ex
ceed 5% cents for lead and 4% cents for zinc 
and on the remaining output, 3% cents for 
lead and 2% cents for zinc.
Stabilization prices for fluorspar would be 
set at $48 per short ton, acid grade, and for 
tungsten, $36 per short ton, with maximum 
payments of $8 per ton for fluorspar and $18 
for tungsten. The plan also would provide 
“production bonuses” for beryl, chromite, 
and columbian-tantalum, to encourage pro
duction of these scarce, strategic metals. Cost 
of the entire program is estimated at $151 
million the first year.6
Lead and zinc producers greeted the price 
stabilization plan with considerable dissatis
faction. Among criticisms voiced by indus
try leaders are statements that the plan rep
resents a stop-gap measure when what the 
industry needs is a long-range plan; that it 
would be difficult to operate; that it would 
depend on Congress appropriating funds ev
ery year; that it might lead to government 
regulation of the mining industry; that the 
proposed stabilization prices are too low and 
will not help high-cost producers; and that 
the plan would provide little or no incentive 
for exploration work. In answer to some of 
these objections, the Senate Interior Com
mittee is considering amendments raising the 
stabilization prices; financing the program 
through a $350 million borrowing authority 
for the Secretary of the Interior; and pro
viding a stockpile program for lead and zinc 
such as that proposed for copper.7
° The Wall Street Journal, June 20, 1958.
7Another amendment proposes government stock
piling of 150,000 short tons of primary aluminum 
at a market price of up to 27 cents per pound.
9
Many lead and zinc spokesmen favor a 
government purchase, or stockpile, plan. A 
similar program for the two metals recently 
expired, after having been in effect since 
1954. Opponents of government stockpile 
purchases claim that stockpiling has gener
ated excessive production capacity and 
helped produce the current situation of over
supply.
A large number of domestic metal pro
ducers favor increased tariff protection, a 
move the Administration opposes, as the best 
method of solving their problem. Until June 
30, 1958, no import duty had been imposed 
upon copper for several years. During the 
Korean War, Congress suspended the tax 
providing the domestic price did not fall be
low a “peril point” of 24 cents. Below that 
point, a 2 cent duty was applicable. This 
law expired June 30, 1958, and a 1.7 cent 
duty at a price of 24 cents or higher and 2 
cents per pound below 24 cents automatically 
applied after that date. A proposal has been 
made to increase the tax to 4 cents and the 
peril point to 30 cents, on the ground that 
rising wage rates and other costs have made 
the 24 cent point unrealistic.
The U. S. Tariff Commission recently re
commended to the President that he raise 
the duty on lead and zinc imports; three of 
the six members also recommended import 
quotas at about 50 percent of recent import 
levels. The President has postponed a de
cision on the recommendation until after 
Congress has completed its consideration of 
the proposed minerals stabilization plan. In 
1954, the Tariff Commission also recom
mended a tariff increase. Instead, Mr. Eisen
hower instituted the purchase program re
ferred to above.
While copper imports have shown little 
change in the past several years, lead and 
zinc imports have risen substantially. Be
tween 1954 and 1957, average monthly im
ports of lead ore and metal increased from 
36,466 to 43,516 tons8 (19 percent); zinc ores 
and concentrate from 37,952 to 43,811 tons8
(15 percent); and slab zinc from 13,072 to 
22,357 tons (71 percent). Many lead and zinc 
spokesmen blame these increases for the 
plight of the domestic industry.
Advocates of higher tariffs point out that 
in general metals and minerals can be pro
duced more cheaply abroad than in the 
United States. Lower grades of ore and 
higher wage rates put the domestic industry 
at a cost disadvantage. Because U. S. pro
duction cannot normally supply domestic 
demand, the U. S. industry is subject to for
eign price pressures. Much of the zinc and 
lead recently imported into the United States, 
for example, has been purchased at prices 
below domestic quotations. Since the min
ing industry is of strategic importance to the 
United States, the argument continues, it 
should be afforded protection from foreign 
competitors so that it can operate profitably.
But increases in U. S. tariffs, as the Admin
istration well knows, can have far-reaching 
repercussions. Chile, for example, where 
both the Anaconda Company and Kennecott 
Copper operate mines, is the leading source 
of import copper. Chile depends upon cop
per for the bulk of its export dollars; any 
decline in exports drastically hurts its econ
omy. Peru, Mexico, and Canada also export 
large quantities of copper, and of lead and 
zinc, to this country. Because of internation
al complications, the Administration prefers 
an attempt to solve the mining problem by 
means other than higher tariffs. At this 
writing, it appears that Congress is likely to 
agree.
Whatever the result of this year’s legis
lation, the mining industry is going to be 
faced with difficulties for some time to come. 
Since a strategic, going industry with large 
capital investments and substantial employ
ment cannot be casually written off, it ap
pears that metal producers will have to be 
provided government assistance in one form 
or another. On the other hand, taxpayers 
and consumers may well hope that the in
dustry will continue to seek means of in
creasing efficiency and improving its com
petitive position."Metal content.
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THE GEOGRAPHIC, INDUSTRIAL AND OCCUPATIONAL 
DISTRIBUTION OF SCHOOL OF BUSINESS 
ADMINISTRATION GRADUATES
About one year ago the School of Business 
Administration requested its graduates to 
complete a questionnaire covering their place 
of residence, the industry in which they were 
employed, and the nature of their work. 
Almost nine hundred returns were received 
and the results have been tabulated and 
analyzed. The School to date has approxi
mately two thousand graduates, and the 
response rate was somewhat over forty per
cent. No follow-up letters were sent to those 
who failed to reply. We feel that a summary 
will be of interest to graduates of our Univer
sity and to many readers of the Montana 
Business Review. For those interested in 
more detailed tabulations, copies may be ob
tained by writing the School of Business 
Administration.
Classifications of industrial and occupa
tional distribution followed U. S. Bureau of 
the Census definitions. In this way any fu
ture comparisons will be facilitated, and con
trasts that the reader may care to draw with 
regional or national occupational and indus
trial distributions are permitted. The sum
mary follows.
Geographical Distribution 
The place of residence of respondents is 
summarized in Table 1. Just more than 
one-half resided in the state of Montana. The 
three nearby Pacific Coast states of Wash
ington, Oregon and California accounted for 
another one-fifth of the total, so that three- 
quarters of the respondents lived in this four 
state area. The migration of graduates to 
our neighboring states to the east and south 
was much less pronounced. For example, 
just under 5 percent of the respondents lived 
in the combined area of Minnesota, the Dako
tas, Wyoming and Utah, while fifteen grad
uates, or 1.7 percent of the total, resided in
Idaho. Some major industrial states to the 
east, including New Jersey, New York, Penn
sylvania, Ohio and Illinois, accounted for 
only 3.1 percent of the sample.
This geographical distribution is further 
evidence of the out-migration of graduates
Table 1
MONTANA STATE UNIVERSITY BUSINESS 












Kentucky . 1 .1
Louisiana - 1 .1
Maryland . 3 .3
Michigan 4 .4
Minnesota 11 1.2
Missouri _ 1 .1
Montana 509 56.7
Nebraska 2 .2
Nevada . 5 .6
New Hampshire 1 .1
New Jersey . 2 .2
New Mexico ....... 2 .2
New York 8 .9
North Dakota . 7 .8
Ohio 4 .4
Oklahoma 2 .2
Oregon . 19 2.1
Pennsylvania 2 .2
South Carolina _ 1 .1
South Dakota . 4 .4
Tennessee 1 .1
Texas . 10 1.1
Utah 6 .7
Virginia 7 .8
Washington ......... 84 9.4
Wisconsin 4 .4
Wyoming . 13 1.4




Canada . 3 .3
Other Foreign . 13 1.4
Total . 898 100.0
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from our institutions of higher learning to 
areas where opportunities may be more 
abundant. The numbers in the three Pacific 
Coast states may be somewhat surprising but 
are indicative of the growing relative econ
omic importance of that region.
Industrial Distribution 
Table 2 shows the industrial distribution 
of the respondents. About one-quarter were 
engaged in wholesale and retail trade and 
about an equal percentage in banking, in
surance and real estate, and in the provision 
of business and recreational services. A 
more detailed breakdown, not shown in the 
table, reveals that of the respondents who 
lived in Montana over three-fifths earned 
their livelihood in these four broad industrial 
groupings.
Occupational Distribution 
Table 3 summarizes respondents by broad 
occupational group, and indicates for some 
the more commonly held types. Approxi
mately three-fifths of the respondents were 
either in the self-employed, managerial
Table 2
MONTANA STATE UNIVERSITY BUSINESS 
SCHOOL GRADUATES BY INDUSTRY* 
OF EMPLOYMENT, MAY 1957
Industry Number Percent
A gricu lture________________ 19 2.1
Mining _____________________ 21 2.3
Construction ___ __________ 11 1.2
Manufacturing .... ............ 83 9.2
Railroads __________________ 2 .2
Trucking and warehousing .... 7 .8
Other transportation _____ 14 1.6
Utilities ___________________ 16 1.8
Wholesale and reta il____ - .. _  215 23.9
Banking _________ 67 7.5
Insurance and real estate___ 71 7.9
Business and recreational services 92 10.2
Medical, hospital __________ 8 .9
Education _________________ 76 8.5
Government ____________ 118 13.1
Defense _ ........... ... . 53
Nondefense ...... . -  65




group or the professional, technical and kin
dred classification. In the former, auditors 
and accountants, and to a lesser extent pro
fessors and teachers were predominant. In 
the latter, the self-employed, wholesaler and 
retailer, and the salaried manager in the 
wholesale and retail trades and in banking 
were most common. Various kinds of sales 
workers ranked third in number.
E.J.C.
Note: The questionnaire and mailing list were pre
pared by Ian B. Davidson, Instructor in Business 
Administration in the spring of 1957. The results 
were tabulated by Keith Willis, a 1958 graduate.
Table 3
MONTANA STATE UNIVERSITY BUSINESS 




kindred workers ---- ---- 223 24.8
Accountants and auditors 122
Teachers ______________ 41
Professors .............. — 17
Lawyers and judges — ... 22
Other .............. ...... 21
Farmers and farm managers 17 1.9
Managers, officials and
proprietors ....... .......... 303 33.7
Salaried ______________ 165
Self-employed _________ 72
Public officials -------- 29
Credit men ____________ 12
Buyers, and department
heads, stores ____ ____ 10
Other .................. ... 15
Clerical and kindred workers 78 8.7
Stenographers, typists
and secretaries ....... 29
Cashiers and tellers ..... 22
Other ......... ............. 27
Sales w ork ers_____________ 121 13.3
Salesmen and sales clerks 75
Insurance and real estate
agents and brokers... 36
Other .....  - ---- 10




N.E.C____ ________ ___  - 8
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The .History of Economics in Montana (Oc 
casional Paper No. 3), by Henry K. Shearer 
has recently been published by the Bureau 
of Business and Economic Research. Origin 
ally presented before the Eighteenth Annual 
Meeting of the Montana Academy of Sciences, 
this paper emphasizes the history of eco 
nomics—both teaching and research—as con 
ducted within Montana’s institutions of 
higher learning, .
The Effect of Commercial Vehicle Tax 
ation on Consumer Prices, a report to the 
Montana Fact Finding Committee on High 
ways (Regional Study No. 6) by William S. 
Peters and Frederick W. Harris, originally 
published in November 1956, has been re 
printed.
Both of these publications are available 
from the Bureau of Business and Economic 
Research, Montana State University.
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THE BUSINESS SITUATION
Edward J. Chambers, Associate Director
Bureau of Business and Economic Research 
Montana State University, Missoula
The Nation
Now that mid-summer 1958 has arrived it 
is time to take stock of whence we have come 
and where we are. As anticipated the first 
half of the year was featured by declines in 
output, employment and consumption which, 
though they were not all-encompassing, 
nevertheless occurred on a rather broad eco 
nomic front. The cyclical decline in activity 
commencing in July of last year was most 
apparent nationally in durable manufactur 
ing and in the mineral processing industries. 
Between what may be regarded as the peak 
month of July 1957 and April of 1958 the out 
put of durables fell by 19 percent and min 
erals volume declined by 15 percent. This 
contrasts with a reduction of only 4% percent 
in nondurable manufactures, and of just 
under 5 percent in the total output of goods 
and services.
The willingness of business firms to pur 
chase durable equipment and to add floor 
space has continued to weaken as the year 
advances. This cautious approach to the 
need for further expansion over the coming 
few months is shared by enterprises in all 
the broad industrial groupings with the sole 
exception of public utilities other than rail 
roads. It is particularly evident in the case 
of railroads, durable manufacturing and 
mining, those areas bearing the brunt of the 
present downturn. In these sectors capital 
outlays will be down, about one-half, one- 
third and one-quarter, respectively, from 
1957. The problem is that many industries 
have temporary excess capacity, that is they 
have anticipated by a good deal the growth 
in demand. The outcome is the temperate ap 
proach to further expansion now in evidence.
In truth, the decline in capital outlays by 
business is the heart of the 1957-58 contrac 
tion. The declines experienced can be traced
directly to this spending segment, or to the 
effects which scaling down here have had 
upon other kinds of outlays, most notably in 
ventories. Last autumn the liquidation of 
inventories with the unprecedented rapidity 
recorded in the first six months of 1958 was 
viewed as highly unlikely. Inventories were 
not at that time considered to be unduly bur 
densome with inventory/sales ratios in most 
industries felt to be at generally satisfactory 
levels. In fact the liquidation of business in 
ventories during the first six months has 
amounted to from $4 to $4.5 billion in abso 
lute terms, or at an annual rate of from $8 
to $9 billion. A substantial proportion of this 
represents reductions of goods in process at 
durable manufacturers, and to a lesser ex 
tent the drawing down of stocks of purchased 
materials.
A decline in consumer durable spending has 
accompanied the weakness in capital outlays 
by business. This has been concentrated al 
most entirely in automobiles. Expenditures 
at seasonally adjusted annual rates fell about 
20 percent in the second quarter of 1958 from 
the third quarter of 1957. This weakness in 
new car sales, of course, merely marks an 
intensification of the very definite retarda 
tion that has been present in this area over 
the past two years rather than the commence 
ment of a downturn.
When one looks at the 1957-58 contraction 
in perspective the really remarkable feature 
is the way in which it has been shut-in, or 
locked-in, to the durable goods sector. There 
has been no fanning out of the fall in this 
area to other segments of the economy. Such 
an occurrence would give rise to the danger 
of a downward spiral in employment, pro 
duction and incomes. This is the problem 
always posed by a decline that is deeply
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CHART 1
THE COURSE OF PERSONAL INCOME IN THREE RECESSIONS
Source: Adapted from Department of Commerce estimates of personal income.
rooted, that is, a contraction more compli 
cated of solution than the simple remedy of 
bringing production into better balance with 
consumption via inventory liquidation. The 
basic cause of this contraction is not to be 
found in the over-accumulation of stocks but 
rather in the excess capacity present in al 
most every branch of trade and industry. The 
1957-58 decline is not a so-called “inventory 
recession.”
Chart 1 gives a rather important clue to 
the lock-in. This is the behavior of personal 
income. The course of personal income in 
three recessions, 1948-49, 1953-54 and 1957-58 
is indicated. The contrast of 1957-58 with 
the two preceding postwar downturns is 
sharp and shows very clearly that the where 
withal to make consumer demand effective 
has been extraordinarily well maintained in 
the current recession. In spite of the drop 
in industrial production, and in spite of the 
declines in total output, total personal income 
was off at the most by less than 2 percent and 
in June actually reached the record level of
the previous August. In comparing June 
with August, increases in farm income, trans 
fer payments (unemployment benefits and 
social security), and to a minor extent interest 
income, offset the very moderate decline in 
the wage and salary component. The latter 
has stabilized and shared in the gains in per 
sonal income since May with lengthening in 
the average work week, and the effect of gov 
ernmental pay increases. The very favorable 
behavior of personal income has been instru 
mental in assuring an advancing level of ex 
penditures upon soft goods and services. Re 
tail sales have improved since their March 
low and in the second quarter consumers 
bought soft goods and services at an annual 
rate of about $2% billion higher than in the 
first quarter.
In the present downturn, the economy has 
also received support from increased govern 
ment spending which is currently running at 
an annual rate in excess of $91 billion. The 
growth in the purchase of goods and services 
by government gained considerably in tempo
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during the second quarter and can be ex 
pected to gather momentum in the latter half 
year.
The Last Half
May and June have brought numerous 
signs from segments typically leading 
changes in business that the national reces 
sion has bottomed out. Chief among these 
are the lengthening of the work week in 
manufacturing, the larger flow of new orders 
for durable manufactures, and the upturn in 
the volume of building contemplated by resi 
dential construction contract awards. Further, 
new business incorporations have ceased fall 
ing and the dollar liability of business fail 
ures (which moves inversely with business 
conditions) has ceased increasing. In fact 
five of the eight statistical indicators of the 
National Bureau of Economic Research which 
lead changes in aggregate economic activity 
have turned upwards, two have stabilized, 
and only one—that indicative of business 
spending on plant—continues to move down. 
In addition, May and June brought an im 
provement in industrial production over the 
April low; the total output of goods and servi 
ces in the second quarter was at a slightly 
higher rate than in the first three months; 
and unemployment on a seasonally adjusted 
basis has flattened out. One has to recognize, 
of course, that there have been past periods 
of cyclical decline when such developments 
as these have signalled false turns, or pauses 
in the cyclical decline rather than a genuine 
turnabout in the direction of the national 
economy. To determine if this is going to 
be the case in 1958, one has to look at pros 
pects in the major spending segments.
Capital outlays by business. We have 
ample evidence of the course this segment 
will follow for the balance of the year and 
into 1959. The National Industrial Confer 
ence Board quarterly survey of capital ap 
propriations by manufacturing enterprises 
indicates beyond question a continued de 
cline. The Conference Board concludes as 
follows: “The evidence provided by the capi 
tal appropriations survey points to a con 
tinued decline in manufacturers’ capital 
spending through this year and into early 
1959. The less than seasonal rise in appropri 
ations, the sharp negative comparisons with 
the year-ago quarter, the continued decline 
in backlogs, the wide diffusion of declines in 
company appropriation approvals and back 
logs, and the adjusted increase in cancel 
lations, all add up to further deterioration in 
the capital goods sector.”1
This segment will be a continuing minus 
factor into 1959, and we can expect plant and 
equipment outlays by all segments of non- 
agricultural industry to be at an annual rate 
of well under $30 billion by the first quarter 
of 1959 in contrast with the present level of 
approximately $32 billion.
Inventories. The last two months have 
seen a lowering in inventory/sales ratios in 
manufacturing and trade as stocks have de 
clined and sales levelled out. It is pretty 
certain that we will see some slowing down 
in the rate of inventory liquidation in the 
latter half of the year, for if end product 
demand continues to hold up well, the runoff 
of inventory cannot maintain its present 
rate. To the extent that the economy re 
places stocks currently being used up, or even 
draws them down at a slower rate, some 
fillip to business activity will result. Inven 
tories then are a plus factor in the near term 
outlook.
Government expenditure. Federal, state 
and local purchases of goods and services 
continue to move steadily upward and are 
going to be a strong plus factor. Current 
thinking in Washington is that federal pur 
chases of goods and services will be approxi 
mately $56-57 billion at annual rates by the 
end of the year, marking an increase of $5 
billion in the ensuing six-month period. State 
and local expenditures will increase a further 
$lV2-2 billion in the same period, so that total 
government purchases by year’s end will be 
running pretty close to an annual rate of $100 
(Continued on page 8)
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Nonagri cultural Em ployment1
Total 
Unadj. Adj.
Lum ber & 
Tim ber Prod. 
Unadj. Adj.
P rim ary  Metals 
& Other 











May —......... ._____  119.1 118.9 129.1 136.4 113.0 116.7 98.6 102.7 117.8 119.8 15
June ______ _____  123.4 119.1 150.9 138.2 114.8 114.8 98.6 101.4 116.8 117.8 16
July ______ _____  124.9 119.2 154.5 140.0 118.5 114.8 101.4 101.4 112.9 114.8 17
Aug. . 124.9 118.2 154.5 136.4 116.7 113.0 101.4 100.0 105.9 105.9 17
Sept. ______ ...........  123.7 118.7 150.9 133.4 113.0 112.5 102.7 101.2 101.0 101.1 17
Oct..................._____  120.0 117.1 143.6 133.7 107.4 109.8 113.7 100.0 96.0 98.4 16
Nov................. ...........  116.8 116.2 134.5 131.7 105.6 105.9 109.6 102.6 95.0 94.3 14
Dec. ______ ........... 113.8 114.6 127.3 130.6 101.8 101.6 101.4 99.3 95.0 91.9 11
1958
Jan. ............. ...........  109.2 115.4 110.9 120.2 105.6 106.1 100.0 98.9 91.1 91.4 10
Feb. _ _____ _____  106.9 114.2 105.4 118.4 103.7 103.3 94.5 102.6 88.1 86.9 8
March ..........._____  107.1 113.8 103.6 121.2 103.7 104.4 93.2 99.9 83.2 82.2 9
April ..........._____  111.2 114.6 109.1 130.2 103.7 104.5 93.2 98.0 87.1 87.1 11
May ............. _____  115.5** 115.3** 127.3** 134.0** 100.0** 103.0** 94.5 98.0 90.1** 91.5** 15
June ........................  120.6* 116.3* 145.4* 132.2* 101.8* 101.9* 97.3* 99.9* 90.1* 90.6* 15
Electric Power Copper Zinc Crude Oil Bank
Consumption* Production'1 Production ' Production4 Debits7
Unadj. Adj. Unadj. Adj. U nadj. Adj. Unadj. Adj. Unadj. A
1957
May ................ ............. ... 2 2 4 .5 2 3 0 .5 147 .4 145 .8 107.1 100 .0 2 9 9 .3 2 9 7 .5 156 .9 16
June ____ ____ _____ ... 2 1 2 .9 2 2 2 .0 155 .2 160 .0 78 .4 7 6 .8 3 0 1 .7 2 9 4 .6 173 .0 17
July .................. ......... ... 189 .2 2 0 3 .6 150 .6 166 .4 8 1 .8 8 5 .7 3 0 7 .3 2 9 8 .9 171 .0 1 7 :
Aug. ---------------------- ... 195 .9 2 0 5 .1 148 .0 162 .6 90 .2 104 .2 3 0 8 .5 317 .1 170 .3 16
Sept. ______________ ... 190 .4 193 .9 146 .0 158 .7 82 .8 8 8 .5 312 .1 3 2 7 .8 193 .6 17
Oct. _______________ 175 .2 1 7 3 .8 152 .0 149 .6 8 5 .9 8 5 .8 3 0 4 .9 3 2 9 .6 190 .4 16
Nov. —_ _ __________ ... 180 .5 169 .3 141 .8 133.1 7 4 .0 7 3 .8 3 0 1 .7 3 0 7 .2 182 .8 16
Dec................................— ... 183 .2 172 .8 141 .9 139 .0 72 .1 71 .3 3 0 4 .5 2 9 4 .5 187 .3 18
1958
Jan. ______ ________ ...  2 0 3 .5 196 .6 154 .7 151 .7 6 3 .9 64 .5 3 0 2 .5 2 9 9 .5 178.3 18
Feb. _____.............. ........ ... 2 0 4 .6 197.1 133 .1 125 .0 71 .2 68 .3 2 9 9 .3 2 9 2 .0 154 .8 17
March --- ----- ----------- . 197 .3 198 .5 142.3 136 .8 65 .5 63 .6 3 0 0 .5 2 9 1 .7 160 .0 17,
April ............................. .... 2 0 2 .0 2 0 2 .4 146 .9 138 .6 8 6 .9 81 .2 3 0 1 .3 2 ° 9 .8 157 .4 16;
May _______________ ... 2 0 4 .3 2 0 7 .2 157 .3** 156 .5** 8 0 .4 * * 75 .1  * * 304 .1 301 .1 153.1 16-
June ............................. 15 0 .8 * 155 .5* 81 .4 * 8 0 .6 * 181 .5 18,
Adj.—Adjusted for seasonal variation.
1 Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all fu ll- a 
month.
Unem ploym ent Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings 
4Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Pov- 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
"Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana com; 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
9Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department a i; 
i°Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Sen  




































U nadj. Adj. U nadj. Adj. Unadj. Adj.
98.6 97.7 116.1 116.7 123.0 121.4
100.0 97.3 120.6 116.7 126.1 121.0
101.4 96.4 121.7 116.9 126.8 124.5
101.4 95.5 122.8 116.9 126.5 125.3
100.0 96.1 121.4 116.6 126.8 125.2
97.3 94.8 116.9 114.9 127.2 124.2
97.3 97.8 115.0 114.9 125.3 127.6
92.3 95.0 115.6 113.3 125.3 127.5 •
89.1 93.7 108.0 114.0 122.6 126.0
88.2 93.0 107.8 115.3 121.8 125.2
87.3 91.8 108.6 114.9 123.0 125.6
87.3 89.6 111.9 115.0 125.3 126.3
89.5** 89.0** 113.0** 113.6** 128.8** 126.9**
91.8* 89.5* 116.4* 112.5* 137.4* 131.9*

















1,760 185 1,937 1,333 120.8 123.9
1,511 276 2,065 1,428 118.2 127.8
1,549 288 1,753 1,668 116.6 124.7
1,778 265 2,104 1,872 137.9 128.5
1,627 410 1,460 1,953 133.7 123.0
1,589 348 1,907 1,785 137.1 121.4
1,480 192 1,870 1,920 142.0 118.8
1,767 443 1,915 1,491 205.8 120.3
1,399 179 1,753 1,466 76.0 120.6
1,595 210 1,628 1,064 76.8 120.0
1,556 222 1,565 1,080 95.6 125.0






















Adj. U nadj. Adj.
1957
11,234 129.3 136.0 ________ _ May
11,172 132.4 137.9 _________— June
11,629 131.5 134.5 _____ July
15,332 141.5 132.5 _. .. — Aug.
16,020 137.0 122.8 _ .... Sept.
16,614 153.1 127.6 . __  Oct.
15,047 141.3 117.0 .... ... Nov.
12,969 114.3 110.4 _____ ... Dec. 
1958
12,193 104.9 1 1 7 .9 ________ .... Jan.
12,728 87.9 10 0 .4________ ... Feb.
13,657 89.8 10 4 .4 ________ March
16,221 95.7 108.4 ....__ .. April
18,900
23,640







Livestock Crops (M ay 1950=100)
U nadj. U nadj. U nadj.
1957
86.0 84.0 109.1  May
87.0 83.0 108.8  June
89.0 83.0 112.2    July
91.0 80.0 116.3  Aug.
91.0 81.0 11 5 .4 _____________________ Sept.
89.0 82.0 112.4      Oct.
90.0 81.0 112.4   Nov.
92.0 82.0 114.1   Dec.
1958
95.0 81.0 114.0   Jan.
97.0 82.0 113.0   Feb
103.0 85.0 113.7   March
103.0 85.0 115.2  April
105.0 82.0 114.6    May
105.0 81.0 115.1    June
— Preliminary ** — Revised
-time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
?ht loaded at Montana points. Daily average.
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
;s. Daily average.
kal stores in Montana. Daily average.
A djusted for seasonal variation : This m eans th a t in tra-annual repeti 
tive fluctuations in  the business indicators occasioned by the  effects of 
climate, custom and convention have been allowed for statistically  
For a  m ore com plete discussion see the Septem ber 1957 issue of M ontana 
Business Review.
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(Continued from page 5)
billion. This will be a growth of about 12 
percent during the year.
Consumer expenditures. The stabilization 
and upturn of personal income will lay a 
foundation for the further growth in con 
sumer spending on nondurables and services. 
There are no tangible signs on the horizon 
at the present time, however, which would 
indicate the likelihood of an upsurge in con 
sumer purchases of durables. No doubt the 
increased tempo of residential construction 
will give some boost to appliances. But re 
cent reputable surveys of consumer inten 
tions show that families are still quite reluc 
tant to step up purchases of durables at this 
time. Price trends seem to be a major factor 
in consumer plans and the surveys suggest 
that a renewed expectation of price declines 
could harden consumer resistance further, 
while pursestrings would be loosened by an 
expectation that prices would once again be 
under upward pressures. In sum I would 
regard consumption as a plus factor, but not 
a strong one, its push being confined largely 
to the nondurables and services. No signi 
ficant change in the rate of spending on dur 
ables, either up or down, is to be anticipated.
Construction. Separate mention may be 
made of construction. Aggregate construc 
tion expenditure is not likely to show much 
change this year in value, though volume will 
be off slightly. The significant feature in 
this category is that declines in industrial 
and commercial building are just about bal 
anced by increased residential and public 
construction, particularly for highways.
Putting these prospects together the last 
half of 1958 gives promise of a very modest 
improvement largely attributable to rising 
government expenditures and a reduced rate 
of inventory liquidation. This will probably 
be a period in which the economy can catch 
its breath, and in which new forces will have 
an opportunity to emerge, forces which may 
lend momentum and character to the incipi 
ent recovery.
What I would emphasize is the need to be 
realistic about the present state of the 
economy for, while there is reason to take 
heart from the lock-in of the 1957-58 recession 
to the durable goods sectors, this leaves no 
room for complacency and the acceptance 
of an easy optimism toward the outlook. 
Unemployment is going to remain high. The 
horizon at the present time is void of any 
factors which could be expected to provide 
a real thrust to recovery, but we may hope 
that the coming six months will permit these 
forces to appear and to begin to assert them 
selves. Meantime the continuing problems 
will be first to keep the decline in capital 
spending quarantined from the rest of the 
economy, and second to maintain the type of 
general environment which is conducive to 
recovery.
Montana
In the past few months contrasting condi 
tions have characterized Montana’s economy. 
On the bright side the agricultural situation 
has been more favorable than for a number 
of years past. With the exception of some 
areas in the northeastern part of the state 
climatic conditions have been quite satis 
factory. For the first five months of the 
year, cash receipts from farm marketings 
were 6 percent ahead of the comparable 
period in 1957. Livestock prices have risen 
by more than 10 percent since January, and 
crop prices have held firm. In the predomin 
antly agricultural areas retail sales of both 
soft goods and durables have held up well, 
and in many instances exceeded 1957 levels. 
Bank debits in these areas have, in general, 
been running strongly ahead of last year.
Conditions in the nonagricultural portions 
of the state’s economy have continued weak. 
Unemployment, as measured by the number 
of active job applicants, remains at a postwar 
high. Yet recent months have brought forth 
a number of encouraging signs. Total em 
ployment on a seasonally adjusted basis has 
stabilized and turned upward in May and 
June; nonagricultural freight carloadings ap-
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pear to have bottomed out; electric power 
consumption has risen steadily from its year- 
end low; and statewide bank debits bounced 
upward in June.
Retail trade in the state reflects the con 
trasting conditions in the agricultural and 
nonagricultural segments of the economy. 
Merchants in both urban and rural areas have 
allowed stocks to run off in recent months, 
and the run-off has been especially heavy in 
the latter areas where demand has been well 
maintained.
Contract construction, with the exception 
of January when the weather was unusually 
mild, has been running behind year ago 
levels. However, on a seasonally adjusted 
basis no deterioration has taken place since 
last August. The composition of construction 
activity has changed quite notably in recent 
months with public expenditures, particu 
larly for highways, being the area of most 
pronounced expansion. The decline in resi* 
dential building experienced since 1956 ap 
pears to have reversed, but industrial and 
commercial building have weakened further. 
On balance, substantially larger highway ex 
penditures have about offset the curtailed 
level of building construction.
The lumber products industry in the state 
is finally beginning to respond to the national 
spurt in residential construction. On a sea 
sonally adjusted basis employment has shown 
a notable advance in recent months, and 
freight shipments of dressed lumber pro 
ducts have picked up. Further modest ad 
vances are to be expected.
Less favorable economic conditions nation 
ally and in the state have affected the tourist 
industry which this year has gotten off to a 
slow start. Though tourist traffic is heavy, 
motel and hotel operators question whether 
their business this year will measure up to 
1957 levels, even allowing for the somewhat 
better bookings in the latter part of July; The 
question is whether we will make up for the 
poor beginning in the second half of the sea 
son.
The mining industry remains the hard core 
of the unemployment problem in Montana.
Employment is presently about 3,000 below 
year ago levels, the bulk of this being in 
metal mining and in Silver Bow County. The 
supplemental effects are being felt in metal 
processing where employment is approxi 
mately 1,000 less than a year ago. Well un 
derstood conditions in national and inter 
national markets for the base metals are re 
sponsible. (See June Montana Business Re 
view.) One encouraging feature is that on 
a seasonally adjusted basis a bottoming out 
in the decline in mining employment has 
occurred. Indeed, in May and June season 
ally adjusted mining employment rose 
slightly from its late winter and early spring 
low point. In the metal processing industries 
there is also evidence of stabilization. No 
worsening in employment in this industry 
has taken place in the past six months.
The Outlook
The near term outlook for Montana is en 
couraging. At the present time agriculture is 
a very strong plus factor. This is true of 
both grains and livestock. There is not likely 
to be any further deterioration in the non 
agricultural segment of the state’s economy. 
On the contrary, there is some tangible prom 
ise of improvement in the latter half of the 
year. With agricultural income increasing, 
and with some betterment in the nonagri 
cultural sector, particularly retail trade, 
mining and processing, and forest products, 
business conditions will show a better than 
seasonal pickup in the second half.
The more favorable near term outlook, 
however, leaves no room for complacency. 
The improvement will be moderate. Unem 
ployment will remain high when measured 
with the levels of previous postwar years. 
The number of active job applicants is not 
showing its usual seasonal decline indicating 
failure to provide the growth in employment 
necessary to absorb Montana’s expanding 
labor force. To put it another way job op 
portunities will remain tight and the chal 
lenge of minimizing the out migration of 
those in our younger age groups will be 
greater than ever.
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RECORDS RETENTION IN SMALL BUSINESS'
The problem of retaining business records 
is, today, as important in the small business 
as in the giant enterprise. Every business— 
regardless of its assets, sales volume, or num 
ber of employees—faces a potential problem 
condition. This is true because virtually 
every concern tends to hoard paper in its files 
—invoices, purchase orders, sales slips, tax 
records, payroll and personnel documents, re 
ports, correspondence, extra carbon copies, 
and the like. ’ Some organizations may be able 
to afford larger and larger outlays for equip 
ment, space, and manpower to maintain and 
service records. But the typical small firm 
cannot. It must use every efficient means 
available to keep costs down.
The paperwork area that ordinarily has the 
greatest potential for dollar savings is record 
keeping. As a small business accumulates 
more and more paper, the usual solution is 
to buy more transfer files and filing cabinets. 
Occasionally, management will decide to 
reduce the records volume by intensive 
weeding-out campaigns. The intentions are 
commendable, but results generally fall short 
of the mark.
Why? Because you cannot get people to 
agree on precisely what constitutes a “useless 
record” and what constitutes a “useful” one. 
What is needed—and it can be developed—is 
a records retention schedule based on objec 
tive data. A records retention schedule is a 
table showing the life span of each type of 
record. It lets you know how long each type 
of record must be kept to meet both Govern 
ment requirements and your own operating 
needs.
There can be no quick-and-easy solution to 
the records retention problem. An effective 
schedule is as individual as a prescription for 
eyeglasses. Experts can work with you to 
develop a schedule, but they are always de 
pendent on the special knowledge that you 
have. However, some general rules or guide- 
posts can be given.
Developing a Records 
Retention Schedule
Here are the basic factors to consider in the 
light of your own operations and experience:
(1) legal requirements, (2) administrative 
requirements and (3) administrative dis 
cretion.
Legal Requirements. Pay primary atten 
tion to what records you must keep for speci 
fied lengths of time in order to comply with 
Federal, State, or local requirements. Also, 
there are instances where certain records 
should be kept even in the absence of a spe 
cific rule because of statutes of limitation. 
These laws prescribe the length of time after 
an action during which legal proceedings can 
be taken against your company or any of its 
personnel. Your legal advisers can tell you 
how long certain types of information must 
be kept. Note that it is the information con 
tained on a record that must be kept, not a 
record as such. The Government usually 
does not prescribe by title or name the par 
ticular form on which the data must be re 
corded.
Administrative Requirements. Your own 
operating needs are another reason why no 
“canned” schedule can be satisfactory. The 
schedule you develop must take into account 
your current practices—not those of another 
company. There are definite advantages in 
continuing procedures you have found satis 
factory and with which your employees are 
familiar. By analyzing the use to which 
your records are put, you can tell what 
records are referred to, by whom, and how 
often. Some records of historical value, es 
pecially those indicating why certain de 
cisions or policies were adopted in the past, 
provide valuable future administrative guid-
1 Adapted from a longer article by Robert A. Shiff, 
in Small Business Administration, Management 
Aids for Small Manufacturers, January 1956.
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ance. Only the management of a concern 
knows which records fall into this category 
and should be retained accordingly.
Administrative Discretion. It is your dis 
cretion that dictates which records will best 
satisfy all requirements. For example, the 
regulations of the Interstate Commerce Com 
mission concerning certain carriers and 
freight forwarders, contain retention clauses 
ranging from 2 years to permanent for infor 
mation about property. In addition, payrolls 
and material-distribution sheets must be kept 
permanently, except when the data are trans 
cribed to other permanent records. A whole 
series of records frequently contains this in 
formation—time cards, vouchers, job tickets, 
payroll worksheets—and it is within manage 
ment’s discretion to designate one or two of 
these for permanent retention. In this way, 
much space and equipment can be saved. 
Many statutes of limitation also leave room 
for discretion. In several States, the statute 
on open accounts is 6 years. Therefore, based 
on your own past experience, you may de 
cide that it will be sufficient to keep vouch 
ers for small sums (say under $50) for only 
3 years.
Four Key Questions
Ask yourself these four questions about 
every record type for which you want to es 
tablish a retention period: (1) What are the 
legal requirements for this type of infor 
mation? (2) If there are no formal legal re 
quirements, is there an applicable statute of 
limitation? (3) If so, how long a period does 
it state? (4) What would happen if this record 
were not available for reference?
By measuring your records against these 
yardsticks, you can use facts instead of con 
jecture in making sensible records decisions. 
For example, some organizations are so cau 
tious that they keep cancelled payroll checks 
for the “safe” period of 20 years. In reality, 
legal requirements range from 3 to 6 years. 
Thus, these firms spend money needlessly to 
store cancelled checks anywhere from 14 to 
17 years beyond any real need.
Operating Under a 
Retention Schedule
While the core of a sound recordkeeping 
program is an accurate retention schedule, an 
efficient system also means that you. . .
(1) Know what records, and how many of 
them, you have. A physical inventory should 
be taken of all your records, preferably under 
the direction of the person who is responsible 
for the entire operation. It is not necessary 
to examine every single piece of paper, only 
the different groups of records. Using a sep 
arate sheet of paper for every record type, 
record the following facts: (a) type of record 
(checks, accounts payable, employment ap 
plications and the like); (b) period covered, 
beginning and closing dates; (c) department 
that has jurisdiction over the record—such as, 
sales, shipping, or accounting; (d) location of 
the record; (e) kind of equipment the record 
is in; (f) volume in cubic feet—letter-size 
drawers usually contain 1.6 cubic feet, and 
legal-size 2 cubic feet; (g) amount of space 
occupied by files and by shelving for records.
(2) Learn how much use is made of each 
record type. Have a reference analysis made 
over 3 to 6 months to see how frequently a 
given type of record is actually used. This 
information will give you a factual basis for 
earmarking records for retention, destruc 
tion, or storage in a low-cost records center.
(3) Set up a low-cost records center. Once 
you know what records you have, how often 
they are used, and how long to keep them, 
you are prepared to realize substantial dollar 
savings in equipment, space, and personnel 
by scheduling inactive records for transfer 
to a new-type records center. Such a center 
can insure both better reference service and 
economy if you locate it in low-cost space 
away from the office and institute a refer 
ence system. You can use the center for 
records that must be kept permanently, and 
for those not yet old enough to be destroyed 
or sold as waste paper.
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LOCAL BANK DEBITS
(1947-1949 =  100)
Billings Butte Glendive G reat Falls Kalispell M alta Miles City Missoula
Unadj. Adj. Unadj. Adj. Unadj. Adj. U nadj. Adj. U nadj. Adj. Unadj. Adj. U nadj. Adj. U nadj. Adj.
1957
May .. 190.0 203.2 138.1 150.1 185.3 208.2 139.1 156.3 165.5 168.0 120.3 132.4 104.0 125.6 173.0 180.8
Ju n e  ..... 189.8 200.5 171.5 159.2 202.9 215.7 155.0 161.0 180.8 176.2 125.3 131.8 106.2 119.5 185.0 178.6
Ju ly ... 198.6 203.3 155.2 156.6 188.5 207.8 153.1 155.1 187.9 167.2 118.5 136.1 111.4 121.2 186.6 181.0
Aug. -  200.0 198.0 139.0 138.3 188.1 196.1 160.4 163.0 190.5 187.5 115.1 128.4 121.0 125.6 187.9 186.7
Sept. . .. 222.9 ! 210.7 154.7 159.3 201.3 ' 197.6 179.4 159.9 198.0 177.5 158.5 156.7 155.4 145.2 216.6 207.1
Oct. .. 232.4 203.0 143.5 134.5 230.4 197.4 169.1 142.9 178.4 170.2 147.9 116.4 162.0 115.8 210.0 195.0
Nov. .__221.0 193.7 137.0 134.7 265.0 213.7 150.0 145.2 178.7 168,1 173.7 134.2 187.7 150.2 197.7 189.5
Dec. ..... 217.5 207.3 149.0 141.8 232.6 206.2 155.4 160.0 188.8 184.0 171.7 144.6 158.8 139.7 233.3 228.5
1958
Jan. ... 207.4 209.7 135.7 139.2 242.6 247.8 163.0 153.3 166.1 170.9 145.6 144.6 139.7 144.0 197.8 202.2
Feb. .... 185.7 203.8 133.4 145.2 203.3 231.5 135.6 145.8 145.1 164.1 125.0 153.6 109.5 130.2 162.3 177.0
M arch 199.8 225.5 133.5 130.4 209.4 226.1 129.7 142.0 130.1 150.4 116.0 138.4 112.5 131.4 195.0 217.1
A pril .. 196.0 205.0 126.0 126.5 212.5 220.9 136.2 140.4 123.4 137.7 119.2 123.4 119.5 136.1 187.7 190.4
May --  181.3 194.1 120.0 130.7 189.2 213.3 132.0 148.5 146.4 148.2 125.8 137.3 117.3 141.3 180.7 188.8
Ju n e  ..... 207.0 219.0 146.1 135.5 205.0 217.4 161.4 167.6 165.6 162.0 
Adj.—A djusted fo r seasonal variation
156.5 164.6 130.3 147.7 229.2 221.0
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THE ADVERTISING OF M ONTANA
John S. Wright 
Associate Professor of Business Administration 
Montana State University, Missoula
In a recent article1 the prevalence and role 
of various forms of advertising in the state 
of Montana were surveyed. An attempt was 
made to show how newspaper, radio, tele 
vision, outdoor, and other kinds of advertis 
ing combine to help Montana businessmen in 
their pursuit of sales and profits. Generally 
speaking, advertising was looked upon as a 
generator of business within state boundaries, 
that is, from permanent residents of Mon 
tana. This particular orientation fails to con 
sider those advertising efforts promoting our 
state to people and business firms situated 
outside Montana. The purpose of this article 
is to survey such activities.
/  ntroduction
The idea of a state “going after business” 
in an organized fashion is often felt to be un 
becoming to a sovereign body. Some people 
feel that the case should be decided on its 
merits, that “worth will out”, etc. Although 
often staunch believers in the efficacy of ad 
vertising in private enterprise, these persons 
feel the adoption of promotional programs 
by state (and local) governments constitutes 
a misuse of public funds. Nevertheless, and 
in spite of this not uncommon attitude, more 
states are being won over, albeit slowly, to the 
opposite point of view.
The case for an aggressive state promo 
tional program should be obvious on the sur 
face of things. Anything done to strengthen 
the economy of the community makes for 
greater revenues for the political entity in 
volved. More important, however, than the 
increased direct revenues involved, a 
strengthened economy permits a much 
greater tax income occasioned by the indi 
rect effects of increased business activity.
‘“The A dvertising S tru c tu re  of M ontana”, M ontana B ust- 
ness R eview , D ecem ber 1957, pp. 3-7, 10-12.
Furthermore, a more stable economy will les 
sen some governmental expenditures, such as 
unemployment benefits and public welfare. 
Even ignoring the social hardships inherent 
in business fluctuations, great as they are, one 
can scarcely argue with a stand calling for 
taking reasonable steps toward the promo 
tion of a state by means of advertising and 
publicity techniques.
For Montana, as for many other states, the 
two principal areas of possible economic de 
velopment are: (1) increased tourist travel,
and (2) greater industrial development. Each 
of these routes is examined here as to its 
possible impact on Montana’s economy. 
Greater emphasis, however, is placed upon 
an enumeration of present promotional efforts 
and an evaluation of their possible effective 
ness. A few tentative suggestions concerning 
ways of strengthening such efforts are also 
offered. Admittedly, this report is more ex 
ploratory than all-inclusive in nature. The 
purpose intended is to stimulate thought 
along these lines rather than furnishing the 
“last word.”
The Tourist Industry
Every observer of the American business 
scene knows that a great variety of funda 
mental changes is taking place. A number of 
these changes have a direct influence upon 
how much time Americans have for leisure. 
Automation, with its labor-saving powers, 
will undoubtedly shorten the worker’s nor 
mal daily and weekly stint, as well as pro 
vide longer and more frequent vacation 
periods. This ever-increasing parcel of time, 
accompanied by greater average family in 
come, furnishes nearly everyone with a chal 
lenge of proper time utilization. Either the 
“new leisure” must be used wisely and use 
fully, and not frittered away, or all our tech-
3
nological advances will have been pointless, 
if not actually tragic. That Americans are 
generally capable of handling their new 
treasure wisely is evidenced by the increased 
interest that we, as a nation, are showing in 
art, music, drama, hobbies, sports, and other 
recreational activities. It is estimated that 
we spend over $30 billion annually for leisure 
time pursuits.
Travel is a major leisure-time outlet for the 
people of the United States. Forces other 
than mere time availability and greater dis 
cretionary spending power are at work. In 
terest in faraway places was stimulated by 
the almost universal military service ex 
perienced by our young men from 1941 to 
1948 and 1949 to 1952. Furthermore, we have 
become a mobile population, moving from 
place to place in our own automobiles, seek 
ing greener pastures. Moreover, increased 
urbanization, with its built-in tensions, has 
caused Americans to seek a change of scenery, 
even if only temporarily. These factors have 
caused an estimated annual volume of $12 
billion to be spent by Americans for vacation 
travel alone.
Montana participates in the travel picture 
only in a small way. Current estimates place 
annual tourist expenditures in the state at 
around $90 million. Even so, tourism, ranks 
as a major industry, along with agriculture, 
mining, and lumbering. As the national 
population increases, urbanization becomes 
more universal, and vacation areas are gradu 
ally reduced through human encroachment, 
the importance of Montana as a vacation area 
will inevitably increase.
Thus, it behooves us to preserve our natural 
advantages and to increase facilities for ac 
commodation of our tourist guests. High 
ways and sleeping and eating accommoda 
tions should receive prompt attention. At the 
same time, we must also increase our efforts 
toward telling our fellow Americans what 
we have to offer travel and vacation pros 
pectors. That the state of Montana has been 
hiding its vacation light under a bushel is 
made clear by the following survey of travel-
inducing advertising now being issued on be 
half of our state.
State Advertising Department. The most 
extensive promotion of Montana as a travel 
attraction is done by the State Advertising 
Department. This division of the State High 
way Commission was formally established by 
the 1949 legislature to implement promotional 
work that had commenced informally during 
previous years. The department is respon 
sible for publication of travel literature in 
cluding state maps, placing of travel adver 
tising in national media, answering of in 
quiries, operation of booths at metropolitan 
travel shows, and similar activities. These 
multifarious pursuits have been attempted 












The bulk of the appropriation, over normal 
operating costs of staff salaries, travel and 
postage, goes for media charges. For instance, 
in the current fiscal year approximately $20- 
000 will go to the publishers of magazines 
such as National Geographic, Holiday, Red- 
hook, Better Homes & Gardens, Outdoor Life, 
Field and Stream, Saturday Review, Motor- 
trend, and Sunset. Magazine advertising is 
supplemented by newspaper advertising in 
selected cities, including New York, Chicago, 
Los Angeles, Milwaukee, Cleveland, Min 
neapolis, San Francisco, and Detroit. The 
principal objective of these advertisements 
is to secure requests for a colorful brochure 
on the state’s tourist attractions. The effec 
tiveness of these ads is shown by the follow 












The majority of these inquiries result di 
rectly from advertising. Efforts are made to 
ascertain the most productive media so that 
each succeeding year’s appropriation can be 
better spent. When one takes into consider 
ation the changing purchasing power of the 
dollar and the constantly increasing costs of 
advertising, it can be seen that a close re 
lationship exists between the number of in 
quiries and the size of the legislative ap 
propriation. The importance of this form of 
advertising is further illustrated by its wide 
adoption; some thirty states have formal pro- 
grants aimed at the promotion of travel 
within their states. Thus, competition exists 
in this field of endeavor, as in the case of 
most consumer goods and services.
The 1958 advertising theme is “Everything 
to Do and Beauty Too—in Montana.” The 
highlight of this year’s advertising program 
is a half-page color ad which appeared in the 
March issue of Coronet magazine. Through 
July 31, 1958 inquiries emanating from the 
readers of Montana’s magazine and news 
paper advertising stood at 80,453, contrasted 
with a total of 57,723 for the same period in 
1957. The summer of 1958 may well prove 
to be a record tourist year for Montana. The 
number of tourists crossing our borders is 
estimated to approach four million people 
this year.
State Chambers of Commerce. A state 
chamber of commerce organization has as one 
of its duties the promotion of the best inter 
ests of its state. Often a particular chamber 
will concentrate on fields such as tourist 
travel or industrial development. It appears 
that the Montana Chamber of Commerce has 
adopted this principle of specialization, 
largely through the projection of the talents
of its executive director in the field of tourist 
publicity.
Publicity is sometimes called “free adver 
tising”. Actually publicity is the publication 
of a news story by a medium because of its 
newsworthiness as contrasted with a paid-for 
notice in the form of an advertisement. In 
the case of Montana and its promotion by the 
state chamber of commerce, stories concern 
ing the hunting and fishing opportunities of 
Montana are placed in leading sports maga 
zines. The writers of such articles are brought 
to the state by the chamber in the hope that 
the trip will result in published stories about 
the writer’s experiences. In 1957 the program 
resulted in 175 magazine pages and 1450 
inches of newspaper space about Montana. 
This publicity was accompanied by 342 pho 
tographic illustrations. These thirty-five 
articles reached an estimated audience of 24,- 
429,500 readers.
When one remembers that there are 25 
million hunters and fishermen, traveling 10 
billion miles and spending $2.8 billion annu 
ally in these pursuits, every opportunity 
should be taken to show the rest of America 
our special advantages in these fields. Hunt 
ing is particularly significant as its promotion 
extends the normal tourist season in the state, 
thereby increasing state income levels de 
rived from monies earned elsewhere which 
is “plus” revenue. Of course, fishing is one 
of the principal attractions of Montana during 
the regular tourist period. All in all, it would 
seem, therefore that these efforts of the Mon 
tana Chamber of Commerce should be inten 
sified.
While at first blush it may appear that this 
agency and the State Advertising Depart 
ment duplicate their work, such is not actu 
ally the case. Each offers services which 
overlap only in a minor way; one seeks to at 
tract the sportsman; the other, the tourist or 
sightseer. Whether the division of function 
is the result of formal agreement or happen 
stance is not known. Certainly precautions 
should be taken to prevent the possibility of 
wasteful duplication of effort in the future.
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Total
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unad j. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj Adj. Ui,
June ................ ___  123.4 119.1 150.9 138.2 114.8 114.8 98.6 101.4 116.8 117.8 16
July ................. ...... 124.9 119.2 154.5 140.0 118.5 114.8 101.4 101.4 112.9 114.8 17
Aug.................. . ....... 124.9 118.2 154.5 136.4 116.7 113.0 101.4 100.0 105.9 105.9 17
Sept. ________ ___  123.7 118.7 150.9 133.4 113.0 112.5 102.7 101.2 101.0 101.1 17
O c t ._________ ___  120.0 117.1 143.6 133.7 107.4 109.8 113.7 100.0 96.0 98.4 16
Nov. _______ ....... 116.8 116.2 134.5 131.7 105.6 105.9 109.6 102.6 95.0 94.3 14
Dec. ................. ___  113.8 114.6 127.3 130.6 101.8 101.6 101.4 99.3 95.0 91.9 11
1958 
Jan. ________ ___  109.2 115.4 110.9 120.2 105.6 106.1 100.0 98.9 91.1 91.4 10
Feb.............. . ___ 106.9 114.2 105.4 118.4 103.7 103.3 94.5 102.6 88.1 86.9 8
March ............. ___ 107.1 113.8 103.6 121.2 103.7 104.4 93.2 99.9 83.2 82.2 9:
April _ _ ____ ___  111.2 114.6 109.1 130.2 103.7 104.5 93.2 98.0 87.1 87.1 11
M a y ________ ___ 115.5 115.3 127.3 134.0 100.0 103.0 94.5 98.0 90.1 91.5 151
June _ __ ____ .......  119.8** 115.5** 145.4 132.2 103.7** 103.8** 95.9 ** 98.4** 91.1** 91.6** 151

















June ________ 212.9 222.0 155.2 160.0 78.4 76.8 301.7 294.6 173.0 174
July ................. 189.2 203.6 150.6 166.4 81.8 85.7 307.3 298.9 171.0 17*
Aug..................... —  . 195.9 205.1 148.0 162.6 90.2 104.2 308.5 317.1 170.3 16*
S e p t .________ 190.4 193.9 146.0 158.7 82.8 88.5 312.1 327.8 193.6 17*
Oct........... ........... — 175.2 173.8 152.0 149.6 85.9 85.8 304.9 329.6 190.4 16'
Nov. ________ 180.5 169.3 141.8 133.1 74.0 73.8 301.7 307.2 182.8 16*
Dec___________ 183.2 172.8 141.9 139.0 72.1 71.3 304.5 294.5 187.3 18CI
1958
Jan 203.5 196.6 154.7 151.7 63.9 64.5 302.5 299.5 178.3 18C
Feb. .................. _ 204.6 197.1 133.1 125.0 71.2 68.3 299.3 292.0 154.8 17C
March .............. 197.3 198.5 142.3 136.8 65.5 63.6 300.5 291.7 160.0 172
April ......... ... 202.0 202.4 146.9 138.6 86.9 81.2 301.3 299.8 157.4 16*1
May .................. 204.3 207.2 157.3 156.5 80.4 75.1 304.1 301.1 153.1 1641
J u n e________ — 202.2 208.7 157.8** 162.7** 63.9** 63.3 ** 316.6 308.6 181.5 182







1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all fu ll- an I 
month.
Unem ploym ent Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings >1 
4Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Pow<l 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
cComputed from reports of Oil and Gas Conservation Commission of Montana. Daily average. I
TComputed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana comnl 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
Com puted from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department an< |  
,0Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing ServiJ 







;ion & Utilities Trade G overnm ent (N um ber) Carloadings3
Adj. U nadj. Adj. U nadj. Adj. Unadj. Adj. U nadj. Adj. Unadj. Adj.
1957
139.1 100.0 97.3 120.6 116.7 126.1 121.0 7,943 11,172 132.4 137.9 __________ June
140.2 101.4 96.4 121.7 116.9 126.8 124.5 6,419 11,629 131.5 134.5 ..................  July
136.8 101.4 95.5 122.8 116.9 126.5 125.3 5,872 15,332 141.5 132.5 ---------------  Aug.
139.2 100.0 96.1 121.4 116.6 126.8 125.2 6,328 16,020 137.0 122.8 ....................  Sept.
136.7 97.3 94.8 116.9 114.9 127.2 124.2 8,041 16,614 153.1 127.6 ___________ Oct.
136.2 97.3 97.8 115.0 114.9 125.3 127.6 12,564 15,047 141.3 117.0 __________  Nov.
146.4 92.3 95.0 115.6 113.3 125.3 127.5 • 16,432 12,969 114.3 110.4 --------------Dec.
1958
153.6 89.1 93.7 108.0 114.0 122.6 126.0 21,533 12,193 104.9 117.9 __________  Jan.
L38.9 88.2 93.0 107.8 115.3 121.8 125.2 23,750 12,728 87.9 100.4 __________ Feb.
137.3 87.3 91.8 108.6 114.9 123.0 125.6 23,394 13,657 89.8 104.4 ------------ March
134.9 87.3 89.6 111.9 115.0 125.3 126.3 19,579 16,221 95.7 108.4 _________  April
.36.7 89.5 89.0 113.0 113.6 128.8 126.9 15,233 18,900 99.7 104.9 ..................-  May
L32.3** 90.9** 88.6** 116.7** 112.8** 132.3** 127.0** 16,832 23,640 110.4 114.4 __________ June
131.9* 91.4* 87.0* 117.8* 113.2*
Nonfarm M ortgage Recordings (U nadj.)8
Savings Insur- 





























1,280 1,511 276 2,065 1,428 118.2 127.8 87.0 83.0 108.8 ... _________  June
i,258 1,549 288 1,753 1,668 116.6 124.7 89.0 83.0 112.2 ... .....................  July
5,019 1,778 265 2,104 1,872 137.9 128.5 91.0 80.0 116.3 ----------------  Aug.
>,450 1,627 410 1,460 1,953 133.7 123.0 91.0 81.0 115.4 ... ...................  Sept.
>,629 1,589 348 1,907 1,785 137.1 121.4 89.0 82.0 112.4 . ........... ....... Oct.
>,462 1,480 192 1,870 1,920 142.0 118.8 90.0 81.0 112.4 . ..............- .....  Nov.
•,616 1,767 443 1,915 1,491 205.8 120.3 92.0 82.0 114.1 ... Dec.
1958
,797 1,399 179 1,753 1,466 76.0 120.6 95.0 81.0 114.0 ... ---------------- Jan.
,497 1,595 210 1,628 1,064 76.8 120.0 97.0 82.0 113.0 ... _______ ___ Feb
:,423 1,556 222 1,565 1,080 95.6 125.0 103.0 85.0 113.7 ... ............... March
>,023 1,708 109 1,836 1,370 114.0 119.0 103.0 85.0 115.2 . ....................  April
5,945 2,340 259 1,913 1,433 119.6 124.6 105.0 82.0 114.6 .. __________  May











- ................ - July
* — Preliminary ** — Revised
-time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
[ht loaded at Montana points. Daily average.
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
A djusted for seasonal variation : This m eans th a t in tra-annual repetl- 
tive fluctuations in the business indicators occasioned by the  effects of 
>. Daily average. climate, custom and convention have been allowed for statistically .
For a  m ore complete discussion see the  Septem ber 1957 issue of M ontana 
Business Review.
al stores in Montana. Daily average. -
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(Continued from Page 5)
Mention should be made of the work being 
done by local chambers of commerce. Many 
of these organizations issue attractive folders 
describing the peculiar features of the terri 
tory surrounding their cities. The primary 
objective of these folders is to persuade the 
tourist already in Montana that he should 
tarry a little longer in a particular locality 
before moving on. The folders are used very 
little by out-of-state persons in vacation 
planning, thus do not belong in this discus 
sion.
Transportation agencies. One of the func 
tions performed by firms engaged in pro 
viding passenger service is the promotion of 
travel to sites located on their routes. Rail 
roads were the original promoters of travel 
to Western scenic attractions in the days be 
fore motor travel was important, or even pos 
sible, and they still rank as an important 
force in the field. Certainly tourist travel to 
Montana has had a longtime proponent in 
the various railroads serving the state. Both 
the Northern Pacific and the Great Northern 
railroads have advertised the national parks 
on their routes for many years.
Although the majority of our visitors now 
come by private passenger car, railroad travel 
advertising is an important influence in the 
decision “where should we vacation this 
year?” In many persons’ minds Glacier Park 
and the Great Northern railroad are insepar 
ably linked (Great Northern’s expenditures 
for promotion of Glacier Park and the Pacific 
Northwest totaled $195,000 in 1957). Yellow 
stone Park, located principally in Wyoming, 
is served by the Northern Pacific from a 
debarkation point in Montana; thus Montana 
receives important, albeit secondary, atten 
tion. Other tourist attractions in the state 
are also publicized by these two railroads, 
and the Milwaukee Road adds to the total 
promotional picture through its advertising 
efforts which feature the Pacific Northwest 
including Montana as a geographical unit.
Other means of public travel, such as bus 
lines and airlines, have as yet done little to 
promote the Treasure State. Bus companies,
however, run a number of tours which in 
clude stopovers in the state, and it can be 
hoped that the airlines will soon add Montana 
to their lists of exotic places to visit via air. 
Efforts should be made to encourage these or 
ganizations to step up their promotional 
activities of this nature.
Miscellaneous contributors. Private enter 
prisers interested in selling their services to 
tourists add some weight to the total spent 
for advertising of Montana. A few resort 
owners place advertisements in appropriate 
regional and national media. Guest ranches, 
individually or through their Dude Ranchers 
Association, are active. A few Montana farm 
ers and ranchers are listed in Farm Vaca 
tions, a guidebook for persons desiring to 
spend family vacations in such an environ 
ment. Such private efforts cannot be ex 
pected to carry much of the load, but can act 
as important supplements to a well-planned 
state program.
The State of Montana, in former years, en 
gaged in a “free” advertising program via 
motor vehicle license plates. The plates were 
bordered in a fashion resembling the state 
boundary lines and carried the slogan, “The 
Treasure State.” This effective, and inex 
pensive, device was dropped in 1957 as part 
of a national unification program of license 
plate size. A method should be sought per 
mitting a return to license plate advertising, 
for every Montanan vacationing out of the 
state becomes a vehicle of transportation ad 
vertising. It is understood that certain 
changes are to be made in 1959.
Industrial Development
Whether the reader now feels that Mon 
tana is not doing an adequate job of promo 
tion of the state as a vacation area is open 
to conjecture. When we turn to the other 
possible area for economic development, the 
bringing of industry to the state, one must 
scratch hard to find evidence of any adver 
tising activity at all, and it is felt that most 
readers will agree that what is being done is 
woefully inadequate.
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Before turning to the efforts actually being 
made, a discussion of some of the possible 
reasons for the dearth of activity on the in 
dustrial development front is in order. There 
are sound and understandable reasons why 
the situation stands as it does. Essentially 
the fault lies, in the writer’s opinion, in the 
lack of appreciation by the people of Mon 
tana of the great need for bringing industry 
to the state. Many people believe, with some 
justification, that many of the plus factors 
now possessed by the state would be lost 
through industrialization. It is felt that non 
industrialization is one of the drawing attrac 
tions of the state for tourists and that our fu 
ture lies in the development of the tourist 
industry, not manufacturing. Furthermore, 
the status quo is supported by an argument 
expressed thusly, “I want my children to be 
able to enjoy the Montana I have loved.”
The fact that Montana is a youth-exporting 
state vitiates for many young people this last 
argument. A recent survey of the post-World 
War II graduates of the Montana State Uni 
versity School of Business Administration re 
vealed that fifty percent of our well-trained, 
young minds have sought their future else 
where. Other studies have had like, or more 
serious, results. In the case of engineering 
graduates from Montana State College nearly 
all men specializing in certain areas left the 
state to secure employment. With the de 
cline in manpower needs in our primary in 
dustries, more and more of our children will 
have to emigrate unless jobs can be created 
for them in Montana. Reliance upon the 
tourist industry to fill the gap is a dangerous 
practice, for the peak of the tourist season 
coincides with the highest demand periods for 
other employment, such as construction and 
agriculture. What the state needs is steady 
employment opportunities. We cannot afford 
to stall industrial development. The abuses 
of industrialization must be recognized and 
minimized through the vigilance of legisla 
tion and public opinion rather than a policy 
of obstructionism.
Now let us turn to the activities currently
being carried on with the industrial develop 
ment of Montana as their goal.
Montana State Planning Board. The ob 
jective of this organization is “to further the 
development of Montana for the economic 
and social advancement of the people of the 
state”; its slogan is Montana: Frontier of In 
dustrial Opportunity. Thus, it is clear that 
this group believes its prime responsibility 
to be the task of securing new industry for 
Montana, either by attracting out-of-state 
firms here or by assisting Montana-based 
companies in their expansion efforts.
The Board operates on a relatively limited 
annual budget, one so modest that extensive 
use of mass advertising media is impossible. 
The staff expends the bulk of its energy and 
funds in data-gathering and dissemination. To 
publicize these efforts a four-page bulletin, 
Industrial Horizons, is issued monthly to a 
mailing list consisting of Montana industries 
and local development groups as well as out- 
of-state industries and plant location firms 
with which the Board has had contact. This 
publication gives information about various 
industries located in the state, new ventures, 
and tips to assist Montana communities in 
their search for new industries.
Another service rendered by the Board was 
the coordination of efforts going into the pub 
lication of the Fourth Quarter 1956 issue of 
Commerce and Industry. An effective piece 
of publicity for the state, the 92-page maga 
zine presented a rather detailed statement of 
the state’s industrial potential with feature 
stories on nearly every aspect of Montana’s 
economy.
Undoubtedly the choice of orientation se 
lected by the Board for its early efforts i.e., 
fact-gathering and community preparation 
rather than aggressive promotion, is a wise 
one in view of the limited funds available. 
Surely a successful advertising campaign 
would generate interest in the state as an 
area of potential industrial development, and 
this interest would bring forth inquiries 
which would require facts. One principle of 
good advertising is that it must be preceded 
by sales work. In the case of tangible goods,
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this is necessary to make certain that the 
product will be on retailers’ shelves when 
the advertising reaches the public and de 
mand starts to evidence itself in the store. 
By analogy we have a similar situation, the 
State Planning Board must know a great deal 
about the industrial potential of the state, 
and efficiently organized local development 
groups must be in existence, before the state 
level agency seeks the interest of out-of-state 
enterprises.
Now that much good ground work has 
been accomplished, it would seem that the 
time is ripe for movement into the mass ad 
vertising stage. One effort was achieved in 
1956 when a full-page advertisement ap 
peared in the New York Times issue of Jan 
uary 3. This ad featured Montana’s indus 
trial opportunities, including power and 
water, raw materials, labor, markets and dis 
tribution, fuel, transportation, living condi 
tions, sites, tax structure, and public atti 
tude; all are important elements in the com 
plex structure of industrial development. 
Some seventeen business firms operating in 
Montana shared in defraying the cost. Though 
this cooperative approach has merit, the sup 
port of private firms can be obtained on an 
infrequent basis only. Surely the time is pre 
sent for the State Planning Board to start 
advertising through its own budget and on 
some planned basis, for another principle of 
good advertising requires continuity of pre 
sentation of advertising message. Regular, 
steady advertising is generally more produc 
tive than the sporadic approach.
Efforts of other organizations. Certain 
private business firms have reason to wish 
for the industrial development of Montana. 
These reasons may be general in nature, as 
in the case of any business in the state whose 
future prospects will be brightened by more 
payroll in the community. Or, the reasons 
may be rather specific as in the case of the 
public utilities serving the region.
These companies are currently doing quite 
a bit in the furtherance of Montana’s indus 
trial development. For example, the Mon 
tana Power Company promotes the state in
its financial advertising and in its attractive 
annual reports to stockholders. Not only is 
the company interested in securing invest 
ment funds to permit expansion, but its “pro 
duct”, power, naturally will have increased 
consumption if the industrialization of Mon 
tana continues.
Similarly the railroads serving the state 
will have increased freight revenues if manu 
facturing businesses are located on their 
routes. Thus, the railroads have industrial 
development departments which assist com 
panies in finding sites suitable for their needs. 
The efforts of this type by the Northern 
Pacific Railroad may supply the reader with 
an idea of the extent and nature of such 
activity. In addition to helping defray the 
cost of special issue advertising such as the 
New York Times advertisement mentioned 
previously, the N.P. cooperates with the New 
York Journal of Commerce in its quarterly 
publication of a national plant location sur 
vey of planned industrial districts in the 
United States. Furthermore, the railroad 
publishes a bi-monthly house organ, North 
west and its Resources, which relates the op 
portunities and accomplishments along the 
N. P. lines. An industrial development bro 
chure, entitled “Northwest Fact File”, has 
also been published, giving data on the states 
served by the company.
Of course, other companies are carrying on 
programs of this type. The two firms cited 
are given merely as illustrations with no in 
tent of exclusion. An interesting project 
would be to gather together every scrap of 
effort now being made to promote the in 
dustrial growth of Montana.
Recently the Montana Chamber of Com 
merce decided to expand its publicity pro 
gram to include industrial development op 
portunities. Undoubtedly many local cham 
bers of commerce are working in this vital 
area. Thus, the picture may not be as dark 
as we stated it at the outset. That there is a 
need for coordination of efforts seems, how 
ever, to be obvious, and the writer feels there 
is a strong need for a greater expenditure of 
money for industrial development advertising.
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Summary And Conclusion
There are two principal routes for econo 
mic development available to the state of 
Montana in the everpresent fight for con 
tinued growth. These two areas are: (1)
increased industrial activity and (2) more 
tourist travel, (or vacationing) in the state 
by persons living elsewhere. Each approach 
has its peculiar advantages, as well as draw 
backs. Therefore, a sound program for state 
development should include efforts aimed at 
the furtherance of both goals. Neglect of 
either might well be an unfortunate, if not 
fatal, error.
Up to now, the amount of advertising em 
ployed to help promote these two areas has 
been small. What little has been done has 
been aimed at the tourist trade, led by the 
State Advertising Department. To a lesser 
degree the Montana Chamber of Commerce, 
local chambers of commerce, the railroads, 
and private businesses benefiting more di 
rectly from tourist expenditures have con 
tributed in making the attractions of Mon 
tana more generally known throughout the
nation. In tourist advertising the primary 
need is for more money, although the lack of 
coordination of efforts seems to be an im 
portant shortcoming in things as they now 
stand.
Without minimizing the important work 
being done by the State Planning Board and 
certain public utilities and railroads, one can 
only say, in complete fairness, that Montana 
is not letting its industrial potential story 
be known through advertising, the most im 
portant tool available for telling facts to in 
terested people. The necessary planning 
work has been done; now sizable amounts of 
money must be made available, if the fruits 
of industrial development work already done 
are to be harvested.
Montana has a great future, for she is abun 
dantly endowed with natural resources, labor 
supply, and a wonderful environment. False 
modesty should not be allowed to delay her 
manifest destiny to grow as an important 
industrial and recreational area. Advertis 
ing stands ready to serve in bringing about 
a more abundant future for Montana and 
Montanans.
LOCAL BANK DEBITS 
(1947-1949 =  100)
Billings B utte  G lendive G rea t Falls K alispell M alta Miles C ity M issoula
U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. Adj. U nadj. A dj. U nadj. A dj. U nadj. Adj.
1957
Ju n e  ..... 189.8 200.5 171.5 159.2 202.9 215.7 155.0 161.0 180 8 176.2 125.3 131.8 106.2 119.5 185.0 178.6
Ju ly  ..... 198.6 203.3 155.2 156.6 188.5 207.8 153.1 155.1 187.9 167.2 118.5 136.1 111.4 121.2 186.6 181.0
A ug....... 200.0 198.0 139.0 138.3 188.1 196.1 160.4 163.0 190.5 187.5 115.1 128.4 121.0 125.6 187.9 186.7
Sept....... 222.9 210.7 154.7 159.3 201.3 197.6 179.4 159.9 198.0 177.5 158.5 156.7 155.4 145.2 216.6 207.1
Oct. 232.4 203.0 143.5 134.5 230.4 197.4 169.1 142.9 178.4 170.2 147.9 116.4 162.0 115.8 210.0 195.0
Nov. 221.0 193.7 137.0 134.7 265.0 213.7 150.0 145.2 178.7 168.1 173.7 134.2 187.7 150.2 197.7 189.5
Dec. .... 217.5 207.3 149.0 141.8 232.6 206.2 155.4 160.0 188.8 184.0 171.7 144.6 158.8 139.7 233.3 228.5
1958
J a n ........ 207.4 209.7 135.7 139.2 242.6 247.8 163.0 153.3 166.1 170.9 145.6 144.6 139.7 144.0 197.8 202.2
Feb. . 185.7 203.8 133.4 145.2 203.3 231.5 135.6 145.8 145.1 164.1 125.0 153.6 109.5 130.2 162.3 177.0
M arch 199.8 225.5 133.5 130.4 209.4 226.1 129.7 142.0 130.1 150.4 116.0 138.4 112.5 131.4 195.0 217.1
A pril . 196.0 205.0 126.0 126.5 212.5 220.9 136.2 140.4 123.4 137.7 119.2 123.4 119.5 136.1 187.7 190.4
May —- 181.3 194.1 120.0 130.7 189.2 213.3 132.0 148.5 146.4 148.2 125.8 137.3 117.3 141.3 180.7 188.8
Ju n e  .... 207.0 219.0 146.1 135.5 205.0 217.4 161.4 167.6 165.6 162.0 156.5 164.6 130.3 147.7 229.2 221.0
Ju ly  _ 209.0 213.9 128.3 129.5 195.6 215.6 153.8 
Adj.—A djusted  :
155.8 170.3 151.5 
for seasonal varia tion
120.4 138.2 113.3 123.3 204.6 198.4
C o m p u ted  from  rep o rts  of F ederal Reserve B ank of M inneapolis. Daily average.
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CENSUS COUNTY DIVISIONS
A development of interest to Montana users of 
U. S. Bureau of the Census statistics is the recent 
re-classification of sub-county units into “census 
county divisions”. For the past few decades minor 
civil divisions (school districts, election precincts 
and townships) have been used for enumerating 
purposes in Montana. However, commencing 
with the 1959 Census of Agriculture, the 1960 
Census of Population and the 1960 Census of 
Housing, the new units will be used. A total of 
sixteen states have been so re-classified to date, 
including all of the Pacific Coast and Rocky 
Mountain states with the exception of Nevada.
Why has the change been made? Under the old 
system, there was a large number of minor civil 
divisions (1,311 in Montana in 1950), which, 
largely because of their nature, had boundaries 
that were not only difficult to locate but also sub 
ject to change. This combination of circumstan 
ces resulted in difficult, expensive enumeration, 
with some degree of error always possible.
The new larger census county divisions (total 
ling 249 in Montana) are devised to include areas 
the boundaries for which are readily located and 
are relatively stable. Further, they are intended 
to reflect major land use differences, and to per 
mit the ready recognition of communities and 
their marketing and service areas. In general, 
incorporated places with 2,500 or more inhab 
itants are individual census county divisions, while 
places with less than 2,500 inhabitants are the cen 
ters of divisions that also include adjoining rural 
areas.1 The former are so laid out as to be the focal 
point for perhaps several of the latter. It is expected 
that the use of the new units w ill reduce the costs of 
enumeration and publication and decrease the prob 
ability of error.
The boundaries of the census county divisions 
for the most part are physical or natural features
1D ata fo r cities, towns and unincorporated places w ith 
populations of 1,000 or m ore will be collected and reported 
as in the past. In  addition, totals, by county, fo r un in  
corporated places w ith  populations between 350 (100
dwelling units) and 1,000 will be published; however, the 
data fo r the  individual unincorporated places in th a t 
population range will not be available. No data w ill be 
available fo r unincorporated  places of less than  350 people.
such as ridges, streams, roads, trails, railroads and 
power lines. Since it is essential for enumeration 
purposes that the boundaries be recognizable in 
the field, it has been necessary in some cases to 
modify the land use criteria. Another consider 
ation is the need for accessibility by the enumer 
ator.
How has the Bureau of the Census gone about 
delineating the boundaries? First a tentative plan 
was drawn in Washington, D. C., using data from 
various publications and maps, such as popula 
tion distribution in earlier censuses, land area, 
number of business establishments, number of 
farms, average distance traveled by farmers to 
the trading center visited most frequently, edu 
cational facilities, banking facilities, topography, 
highways, railroads, etc. From this information 
boundaries were roughed in.
The second step was to check the validity of 
these boundaries. Field representatives interviewed 
state, county and local officials, county agents, edu 
cational and research personnel, and others, to gain 
their views. This was followed by physical recon- 
noitering to determine the recognizability of the 
boundaries and the ease of accessibility by enumer 
ators. Final adjustments to the boundaries were 
then made.
How w ill the substitution of census county divi 
sions for minor civil divisions affect the user of the 
statistics? On the favorable side are the greater 
ease in using data for larger areas, with lesser con 
solidation of figures required; a higher degree of 
comparability of data in the future, since the new  
boundaries are less likely to change; and, for some 
purposes, areas that are more meaningful since they 
are based primarily on economic criteria. Also, of 
course, the existence of more readily identified 
boundaries and the lesser probability of error in 
enumeration are advantages to the user. On the un 
favorable side are the circumstances that the larger 
units w ill not permit as detailed an analysis areally 
as was possible in the past; comparability of-the  
later data with that included in the 1950 and earlier 
censuses w ill not be possible, and the county census 
divisions may not be as useful for some purposes as 
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Published Maps of Montana—An Anno 
tated Bibliography (Regional Study No. 9), 
by Vincent K. Shaudys, has recently been 
published by the Bureau of Business and 
Economic Research.
The 55 page publication covers the many 
maps issued by federal, Montana State and 
county governments, commercial and private 
organizations, and chambers of commerce. 
For each type of map, the following informa 
tion is furnished when pertinent: date, scale, 
size, area covered, contour interval, projec 
tion, and a description of the physical and 
cultural features shown. Instructions as to 
the offices from which the maps may be se 
cured and the methods by which remittance 
should be made are also provided.
Copies are available on request to the 
Bureau of Business and Economic Research.
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An Analysis of . . .
PERSONAL INCOME IN M ONTANA, 1957
Maxine C. Johnson, Research Associate 
Bureau of Business and Economic Research 
Montana State University, Missoula
Personal income in Montana continued to 
increase in 1957, totalling $1,263 million for 
the year. Per capita income, estimated at 
$1,896, also set a new record. These increases 
occurred despite declines in activity in a num 
ber of key state industries, notably metal 
mining and processing and lumber and wood 
products.
Personal income estimates for the nation 
and the individual states are prepared each 
year by the U. S. Department of Commerce, 
Office of Business Economics. The estimates 
include personal income (before taxes) from 
all sources: wages & salaries and other labor 
income, proprietors’ income, property income, 
and transfer payments. They are widely used 
for business and economic analysis.
Personal income increases slightly 
between 1956 and 1957 . . .
According to the Department of Commerce 
estimates, Montana’s increase in personal in 
come between 1956 and 1957 was smaller than 
that for either the United States or the Rocky 
Mountain region (Idaho, Wyoming, Colorado, 
Utah and Montana). For total income, com 
parative increases were 3 percent for the 
state, 7 percent for the region, and 5 percent 
for the nation; for per capita income (total 
income divided by total population), gains 
amounted to 1, 4, and 3 percent respectively.
In the Rocky Mountain region as a whole 
a sharp upturn in farm income (17 percent) 
played an important role in the growth of 
total income. Montana, however, experienced 
only a 2 percent increase in farm income. 
Nationally, while farm income showed no 
change, nonfarm income was up 6 percent, 
compared to 4 percent in Montana. Most of
the growth in nonfarm income in the state 
was in the form of larger government dis 
bursements; the important private nonfarm 
income section increased only 1 percent. 
(Tables 1 and 2.)
A comparison of wages and salaries paid in 
1956 and 1957 provides greater detail as to 
changes in income within various industry 
groups. Declines in metal mining and lum 
bering activity in the state are reflected in 
drops in mining and manufacturing wages. 
Total wages and salaries paid by the mining 
industry were down from $67 million to $57 
million (15 percent); total manufacturing 
wages and salaries from $101 to $96 million 
(5 percent). Within the manufacturing group, 
lumber and wood products declined from 
$33.7 to $28.2 million (16 percent) and pri 
mary metals (smelting and refining of non- 
ferrous metals) from $25.3 to $24.2 million 
(4 percent). (Table 3.) Further declines in 
these industries, of course, occurred in 1958 
and will be reflected in the 1958 income esti 
mates when they are released next year.
In spite of the rather sharp dips in wages 
and salaries paid to mining, metal processing
TABLE 1
PERCENT CHANGES IN TOTAL AND  
PER CAPITA INCOME, MONTANA, 




M oun U nited
tana ta in 1 States
Total personal income 3 7 5
Farm income 2 17 0





Private nonfarm income 1 6 5
Per capita income 1 4 3
1Idaho, W yoming, Colorado, U tah and M ontana.
Source: U. S. D epartm ent of Com m erce, Office of Business 
Economics, Survey of C urren t Business, A ugust 1958.
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and lumber employees, total wages and salar 
ies in 1957 (at $723 million) were 2 percent 
above 1956 ($711 million), thanks chiefly to 
substantial increases in wages and salaries 
paid by the wholesale and retail trade in 
dustries and by the state and federal govern 
ments.
Next to wages and salaries, which in recent 
years have accounted for approximately 57 
percent of total personal income, proprietors’ 
income is the most important income source 
in Montana. Proprietors’ income consists of 
the income of operators of unincorporated 
businesses, both farm and nonfarm. In 1957, 
it amounted to $316 million, 1 percent higher 
than in 1956. All of the increase occurred in 
farm proprietors’ income; the nonfarm por 
tion showed no change over 1956. Proprietors’ 
income has recently accounted for about 25 
percent of total personal income.
Property income (dividends, rental income, 
and personal interest income) was 8 percent 
higher in 1957 than in 1956. Transfer pay 
ments (social security payments, military 
pensions, relief payments, corporate gifts to 
nonprofit institutions, consumer bad debts, 
etc.), although consisting of only a small pro 
portion of total income, were 22 percent larger 
than in 1956. Labor income other than wages
and salaries (employer contributions to pen 
sion and welfare funds, compensation for in 
juries, and pay of military reservists) in 
creased 12 percent. (Table 2.)
. . . but higher prices offset gain.
As most of our readers are well aware, 
prices also increased between 1956 and 1957. 
The Consumers’ Price Index, prepared by the 
Bureau of Labor Statistics for urban areas in 
the United States, averaged 116.2 in 1956 and 
120.2 in 1957 (1947-49=100) -1 Assuming that 
prices in Montana moved upward at about 
the same rate (3.4 percent), the increase in 
state income was more than offset by rising 
prices, and Montanans actually suffered a 
small net loss in per capita real income be 
tween 1956 and 1957. This was true to a lesser 
degree at the national level.
’No up-to-date consumers’ price indexes are avail 
able for the various states. According to a recent 
study, however, covering the years 1929-1953, the 
variation in consumers’ price changes among states 
is generally slight. (National Bureau of Economic 
Research, Regional Income, Studies in Income and 
Wealth, Volume Twenty-One, “Interregional Dif 
ferentials in Per Capita Real Income Change,” by 
Abner Hurwitz and Carlyle P. Stallings, pp. 195- 
270, 1957.)
T A B L E  '£
PERSONAL INCOME BY MAJOR SOURCES, MONTANA, 
SELECTED YEARS, 1947-1957
Total —______
Wages and sa la r ie s_________
F arm ________
Nonfarm ___
Other labor income1 ________
Proprietors1 income3 ______
F arm ___________________ i
Nonfarm .....
Property income8 ________ _____
Transfer payments4 _________ _
Less: Personal contributions for
social security ____________
E m ployer contributions under privs 
^other m inor items.
-Income from  unincorporated businesses and professional services.
Uental income, dividends, and personal in terest income.
Social security  paym ents, m ilitary  pensions, re lief paym ents, corporate gifts to nonprofit institutions, consum er bad debts, 
s !n a lCIn c m n fB y ] ° ffiCe ° f Business Economics, Survey of C urren t Business, A ugust 1958 and P er-
1957 1956 1955 1950 1947










(m illion s o f  dollars) 
1 ,2 2 2  1 ,1 5 8  957 772
Mont.
100








U . S. 
53
723 711 652 4 7 9 3 7 7 57 68 92 94 51 * 62
31 29 3 0 33 41 2 1 -2 4 1 - 6 4
692 682 622 4 4 6 3 3 6 55 67 106 96 55 63
27 24 21 11 7 2 3 2 8 6 283 145 134
3 1 6 3 1 2 3 1 8 3 2 9 2 8 3 25 12 12 2 5 - 4 19
182 177 192 2 2 8 2 0 8 14 3 -12 -20 -20 -1 3
134 134 127 101 75 11 9 79 57 33 3 7
1 3 8 128 120 95 71 11 12 94 102 4 5 52
8 4 69 66 54 41 7 6 105 82 5 6 4 3
2 4  2 2  19 12 8 2  2  
5 pension and w elfare funds, com pensation fo r in juries, pay of m ilitary reservists, and
4
Over the long run,
state income growth lags . . .
While year-to-year changes in personal in 
come are of interest, longer run comparisons 
are generally more meaningful in terms of 
the economic development of an area. A study 
of long-term income changes at the state, re 
gional, and national level leaves little room 
for complacency on the part of Montanans. 
The fact is that the state is not keeping pace 
with the United States or the Rocky Moun 
tain region in income growth. Table 4 gives 
the over-all picture in brief. In terms of either 
total or per capita income, and using either 
1939, 1947 or 1950 as the base year, Montana’s 
rate of growth has been below the other two 
areas.2
This does not mean that Montana ranks as 
a low income state. Its per capita income has 
consistently been higher than that for the 
Rocky Mountain region as a whole. In the 
early post-World War II years, it also fre 
quently exceeded national per capita income, 
although this was largely a function of un-
2If adjustments for rising price levels were made, 
the increases would be considerably smaller for 
all areas. However, relationships among the three 
would remain approximately the same.
usually high state agricultural income. Since 
1953, Montana’s per capita income has been 
below the national. In 1957 it fell to 94 per 
cent of U. S. per capita income. (Table 5.) 
During the same year, Montana ranked 21st 
among the 48 states; in other years since 1947 
its rank has varied from 10th to 20th, with 
17th or 18th the most typical position.
The trend toward a slower rate of income 
growth in the state does mean that unless it 
is reversed, Montana’s position will become 
less favorable with regard to both the Rocky 
Mountain States and the United States.
. . . with the decline 
in agricultural income.
The reason for Montana’s relative lag in 
income growth lies largely in one sector of 
the state economy: agriculture. Farm pro 
prietors’ income in 1957 was 12 percent less 
than in 1947 and farm wages were down 24 
percent. Using 1950, a high farm income 
year, as a base, the decline in proprietors’ in 
come was larger—20 percent. (Table 2.) 
Because agricultural income in Montana is 
much more important than in the United 
States as a whole, a decline has a greater
(Continued on page 8)
TABLE 3
WAGES AND SALARIES BY MAJOR INDUSTRY GROUPS, 
MONTANA, SELECTED YEARS, 1947-1957
P ercen t P ercen t P ercen t
of Total Change Change
1957 1956 1955 1950 1947 1957 1947-•1957 1950-■1957
(m illions of dollars) M ont. U. S. Mont. U. S. M ont. U. S.Wages and salaries, t o t a l____________ 723.0 711.0 652.0 479.0 377.0 100 100 92 94 51 62F a r m s ____________________________ 31.0 29.0 30.0 33 0 41.0 4 1 -24 1 -6 4M ining .......... 57.0 67.0 59.0 36.0 31.0 8 2 84 45 58 34Coal ................ 1.0 2.0 2.0 3.0 4.0 i 1 -75 -20 -67 -14
C rude petro leum  & n a tu ra l gas ... 14.0 15.0 13.0 40 5.0 2 1 180 139 250 83M ining & quarry ing , excep t f u e l .. 42.0 51.0 44.0 29.0 23 0 6 i 83 110 45 74Ma nuf acturing 96.0 101.0 91.0 60.0 48.0 13 34 100 90 60 63
Food and k indred  products 15.6 15.3 14.8 12 7 N. A. 2 3 23 42
L um ber and wood products .. 28.2 33.7 30.6 17.5 N. A. 4 1 61 13P roducts of petro leum  & coal 9.4 9.0 7.9 4.2 N. A. 1 1 124 51
P rim ary  m etals industries .. 24.2 25 3 20.4 13.7 N. A. 3 3 77 68All o ther 18.6 17.7 17.3 11.9 N. A. 3 26 56 68C ontract construction 52.0 5*.0 47.0 38.0 19.0 7 6 174 139 37 76
W holesale and re ta il trad e 152.0 139.0 130.0 100.0 76.0 21 18 100 84 52 54
Finance, insurance, and rea l estate .. 22.0 20.0 18.0 12.0 8.0 3 4 175 127 83 76T ransporta tion 84.0 83.0 77 0 63.0 54.0 12 6 56 55 33 42
Com m unications and public u tilities .. 28.0 26.0 23.0 15 0 11.0 4 3 154 119 87 70Services ....... 61.0 59.0 55.0 40.0 29.0 8 9 110 94 52 64G overnm ent 143.0 132.0 122.0 83 0 60 0 20 16 138 136 72 80Federal 59.0 58.0 53.0 30 0 28.0 8 7 111 118 97 63S tate  and  local ... 83.0 74.0 69.0 53.0 32.0 12 8 159 157 57 89
*Less than  0.5 percent.
Source: U. S. D epartm ent of Com m erce, Office of Business Econom ics, Survey of C urren t Business. A ugust 1958 and Personal 









Lum ber & 
Tim ber Prod. 
Unadj. Adj.
P rim ary  Metals 
& O ther 







U nadj. Adj. U:
July ----------- . 124.9 119.2 154.5 140.0 118.5 114.8 101.4 101.4 112.9 114.8 17
Aug. . 124.9 118.2 154.5 136.4 116.7 113.0 101.4 100.0 105.9 105.9 17
Sept......... . 123.7 118.7 150.9 133.4 113.0 112.5 102.7 101.2 101.0 101.1 17
Oct.................... . 120.0 117.1 143.6 133.7 107.4 109.8 113.7 100.0 96.0 98.4 i  e
Nov. ..... . 116.8 116.2 134.5 131.7 105.6 105.9 109.6 102.6 95.0 94.3 14
Dec. . 113.8 114.6 127.3 130.6 101.8 101.6 101.4 99.3 95.0 91.9 111
1958
Jan. .........  109.2 115.4 110.9 120.2 105.6 106.1 100.0 98.9 91.1 91.4 1C.
Feb. . 106.9 114.2 105.4 118.4 103.7 103.3 94.5 102.6 88.1 86.9 8
March . . 107.1 113.8 103.6 121.2 103.7 104.4 93.2 99.9 83.2 82.2 9
April . 111.2 114.6 109.1 130.2 103.7 104.5 93.2 98.0 87.1 87.1 11
May .......... . .........115.5 115.3 127.3 134.0 100.0 103.0 94.5 98.0 90.1 91.5 15
June .......... - ........ 119.8 115.5 145.4 132.2 103.7 103.8 95.9 98.4 91.1 91.6 15
July . 120.3** 114.9** 150.9** 136.3** 105.6 102.7 98.6 98.3 83.2** 84.9** 16
August _ 121.3 115.1 154.5 136.0 105.6 101.5 100.0 99.2 86.1 86.0 18
September _ 120.1* 115.2* 152.7* 135.0* 107.4* 107.0* 97.3* £5.9* 86.1* 8 6 .2 * 17|
Electric Power Copper Zinc Crude Oil Bank
Consumption^ Production ' Production ' Production8 Debits7
1957
Unadj. Adj. Unadj. Adj. U nadj. Adj. Unadj. Adj. Unadj. A<
July _____ ___________ . 189.2 203.6 150.6 166.4 81.8 85.7 307.3 298.9 171.0 17*
Aug. ------------- . 195.9 205.1 148.0 162.6 90.2 104.2 308.5 317.1 170.3 16
Sept. ............................... ___190.4 193.9 146.0 158.7 82.8 88.5 312.1 327.8 193.6 171
Oct. ______ .... 175.2 173.8 152.0 149.6 85.9 85.8 304.9 329.6 190.4 16
Nov. ........................ . . 180.5 169.3 141.8 133.1 74.0 73.8 301.7 307.2 182.8 16-
Dec................... .....  183.2 172.8 141.9 139.0 72.1 71.3 304.5 294.5 187.3 181
1958
Jan..............................  ...... _  203.5 196.6 154.7 151.7 63.9 64.5 302.5 299.5 178.3 18<
Feb. .............. ......... -.... 204.6 197.1 133.1 125.0 71.2 68.3 299.3 292.0 154.8 17(
March ................... . 197.3 198.5 142.3 136.8 65.5 63.6 300.5 291.7 160.0 17:
April 202.0 202.4 146.9 138.6 86.9 81.2 301.3 299.8 157.4 161
May ________ ____ . 204.3 207.2 157.3 156.5 80.4 75.1 304.1 301.1 153.1 16-
June - .................... . . 202.2 208.7 157.8 162.7 63.9 63.3 316.6 308.6 181.5 I8i
July ...... . 187.1 202.0 139.4** 153.2** 34.6** 36.1 ** 310.5 302.6 172.7 m
A u g u st________________ . 190.8 199.8 145.6* 158.3* 35.2* 40.4 * 304.9 314.0 169.2 161
September ........ 199.7 184
Adj.-—Adjusted for seasonal variation.
1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all fu ll- ar 
month.
Unem ploym ent Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings : 
4Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Pow] 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
5Computed from reports of U. S. Bureau of Mines. Daily average.
6Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
•Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana comr 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
^Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department an 
l0Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing ServH 


































.40.2 101.4 96.4 121.7 116.9 126.8 124.5 6,419 11,629 131.5 134.5 ____ ---------July
36.8 101.4 95.5 122.8 116.9 126.5 125.3 5,872 15,332 141.5 132.5 ......... ------  Aug.
.39.2 100.0 96.1 121.4 116.6 126.8 125.2 6,328 16,020 137.0 1 2 2 .8 ____ ______ Sept.
.36.7 97.3 94.8 116.9 114.9 127.2 124.2 8,041 16,614 153.1 1 2 7 .6 ____ ___ Oct.
.36.2 97.3 97.8 115.0 114.9 125.3 127.6 12,564 15,047 141.3 1 1 7 .0 ____ ______Nov.
46.4 92.3 95.0 115.6 113.3 125.3 127.5 1 16,432 12,969 114.3 110.4 ____ _____  Dec.
1958
.53.6 89.1 93.7 108.0 114.0 122.6 126.0 21,533 12,193 104.9 117.9 . ____ :_Jan.
.38.9 88.2 93.0 107.8 115.3 121.8 125.2 23,750 12,728 87.9 100.4 ......... ..........  Feb.
37.3 87.3 91.8 108.6 114.9 123.0 125.6 23,394 13,657 89.8 1 0 4 .4 ____ ____March
.34.9 87.3 89.6 111.9 115.0 125.3 126.3 19,579 16,221 95.7 108.4 ____ _____ April
36.7 89.5 89.0 113.0 113.6 128.8 126.9 15,233 18,900 99.7 1 0 4 .9 __________ May
32.3 90.9 88.6 116.7* 112.8 132.3 127.0 16,832 23,640 110.4 114.4 ______June
36.6** 91.4 87.0 117.2** 112 .6 :* 130.0** 127.6** 11,784 21,348 109.2 1 1 1 .6____ ______ July
41.4 89.5 84.4 118.0 112.5 129.2 128.2 8,772 22,903 132.0 123.4 ..... .....-  August
40.1* 88.6* 85.1* 116.7* 112.1* 128.4* 126.8* September
Nonfa rm  M ortgage Recordings (U nadj.)8 Retail
Savings Insur- A gricu lture Food
& Loan ance Comm. Dept. Store P rices10 P rices11Total Assocs. Cos. Banks Others Salesu Livestock Crops (M ay 1950= 100)$1,000) ($1,000) ($1,000) ($1,000) ($1,000) U nadj. A dj. U nadj. U nadj. U nadj.
1957
,258 1,549 288 1,753 1,668 116.6 124.7 89.0 83.0 112.2 _ ____ July
1,019 1,778 265 2,104 1,872 137.9 128.5 91.0 80.0 116.3 .... ............  Aug.
.,450 1,627 410 1,460 1,953 133.7 123.0 91.0 81.0 115.4 ... ..........  Sept.
.,629 1,589 348 1,907 1,785 137.1 121.4 89.0 82.0 112.4 ... ______  Oct.
.,462 1,480 192 1,870 1,920 142.0 118.8 90.0 81.0 112.4 ... - _____Nov.
,616 1,767 443 1,915 1,491 205.8 120.3 92.0 82.0 114.1 ... _____Dec.
1958
,797 1,399 179 1,753 1,466 76.0 120.6 95.0 81.0 114.0 .... ______Jan.
,497 1,595 210 1,628 1,064 76.8 120.0 97.0 82.0 113.0 ... ............  Feb
,423 1,556 222 1,565 1,080 95.6 125.0 103.0 85.0 113.7 ... ____ March
.,023 1,708 109 1,836 1,370 114.0 119.0 103.0 85.0 115.2 _____  April
,945 2,340 259 1,913 1,433 119.6 124.6 105.0 82.0 114.6 . _____  May
,983 2,451 165 2,149 1,218 109.9 119.4 105.0 81.0 115.1 . —....... June
,253 2,192 353 2,312 1,396 112.0 120.4 104.0 75.0 117.5 ... ______ July
141.8 131.8 104.0 72.0 116.7 . __August
110.0 73.0 117.0 . September* _— Preliminary **.— Revised
•time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
iht loaded at Montana points. Daily average.
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
;. Daily average.
al stores in Montana. Daily average.
A djusted  for seasonal varia tion : This m eans th a t in tra -an n u a l rep e ti 
tive fluctuations in  the  business ind icato rs occasioned by th e  effects of 
clim ate, custom  and  convention have been allow ed for sta tistically . 
For a  m ore com plete discussion see th e  Septem ber 1957 issue of M ontana 
Business Review.
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(Continued from page 5) 
effect on total income. In 1947, farm income 
accounted for approximately 31 percent of 
Montana’s total income; in 1957, the propor 
tion was 16 percent. Comparable figures for 
the United States were 10 percent in 1947 and 
4 percent in 1957. Of course, since 1947 farms 
and ranches have increased in size and the 
rural population has declined, so that the 
drop in the typical individual proprietor’s in 
come has been less severe. And despite the 
decline, Montana farmers and ranchers are 
still among the most prosperous in the nation. 
In 1957, according to U. S. Department of 
Agriculture estimates, Montana ranked third 
among the 48 states in realized net income 
per farm—$5,889, or over twice the national 
average of $2,374.
Nevertheless the decline in total agricul 
tural income has had repercussions through 
out the state’s economy. The probability is 
that, while some increase is anticipated, farm 
income will not soon regain its post-World 
War II importance as a source of total state 
income. The future growth and expansion of 
employment and income in Montana, there 
fore, must come largely from the nonagricul- 
tural sector. Such growth, to insure a sound 
economic base, must occur in the nonagri- 
cultural primary and secondary, or “wealth- 
creating” industries such as mining and manu 
facturing. These are the industries which
TABLE 4
PERCENT CHANGES IN TOTAL AND 
PER CAPITA INCOME, MONTANA, 
THE ROCKY MOUNTAIN REGION, 








1956-57 _____ _____ 3 7 5
1950-57 ___  32 54 53
1947-57 __________ ___  64 84 83
1939-57 ___  330 417 374
Per capita income
1956-57 .... 1 4 3
1950-57 .. . 18 31 36
1947-57 ___  30 41 54
1939-57 258 273 264
1Idahof Wyoming, Colorado, U tah and M ontana.
Source: U. S. D epartm ent of Commerce, Office of Business 
Economics, Survev of C urren+ Business, A ugust 1958 and 
Personal Income By States, 1956.
TABLE 5
PER CAPITA INCOME IN MONTANA, 
THE ROCKY MOUNTAIN REGION, AND THE 














as % of 
United 
States
1957 $1,896 $1,865 $2,027 102 94
1956 1,871 1,785 1,961 105 95
1955 1,844 1,707 1,866 108 99
1954 1,733 1,637 1,770 106 98
1953 1,786 1,672 1,788 107 100
1952 1,780 1,703 1,727 104 103
1951 1,768 1,647 1,649 107 107
1950 - 1,606 1,428 1,491 112 108
1949 1,390 1,346 1,382 103 100
1948 1,596 1,387 1,420 115 112
1947 1,457 1,324 1,316 110 111
1939 530 500 556 106 95
1Idaho, Wyoming, Colorado, U tah, and M ontana.
Source: U. S. D epartm ent of Commerce, Office of Business 
Economics, Survey of C urren t Business, A ugust 1958 and 
Personal Income By State, 1956.
create the demand for and promote the long- 
run growth of the trade, service, finance and 
other tertiary industries.
Although nonagricultural income 
has expanded rapidly . . .
Estimates of nonfarm wages and salaries 
and proprietors’ income for 1947 and later 
years indicate that a considerable amount of 
development has occurred in the state’s non 
agricultural activities. While income from 
nonagricultural sources has not increased 
enough to offset the decline in total farm 
income, it has, since 1947, actually exceeded 
the national rate of growth. Apparently a 
slowdown in development has occurred since 
1950, for growth comparisons since that year 
are less favorable to the state. Among the 
major industry groups, only in mining, fin 
ance, and communications have wages and 
salaries increased faster in the state than in 
the nation. The important manufacturing 
group, however, has gained at almost the 
same rate as the national—60 as compared to 
63 percent. Between 1950 and 1956, before 
the decline in lumber and primary metals, 
manufacturing in Montana actually increased 
faster than in the nation.
8
. . . faster growth in basic 
industries is needed.
The growth in the state’s nonagricultural 
income, particularly in manufacturing, since 
1947 is gratifying. On the other hand, the 
fact that since 1950 Montana has fallen behind 
makes efforts toward increased expansion im 
perative. A realistic evaluation of prospects 
for future expansion, however, must take 
certain factors into consideration. In the first 
place, despite recent growth, the proportion of 
income payments accounted for by the basic 
industries upon which future growth is de 
pendent is considerably smaller in Montana 
than in the nation. Whereas in 1957 36 per 
cent of total wages and salaries paid went to 
manufacturing and mining workers at the 
national level, the proportion was only 21 per 
cent in Montana. Therefore, using the na 
tional economy as a standard, Montana’s 
economy still displays a lack of balance and 
a rather topheavy structure of tertiary (trade, 
service, finance, etc.) activities. These in 
dustries at the present time are expanding 
faster, incomewise, than are mining and man 
ufacturing, although in most cases they are 
lagging behind the national rate.
In the second place, it is likely that the 
bulk of expansion in Montana’s basic indust 
ries will have to occur in manufacturing. 
Metal mining may well have reached its peak 
in 1955 and 1956, with the extremely high 
prices and high production which prevailed 
during those years. Petroleum and natural 
gas, while expanding, will not soon attain 
great importance at the state level as a source 
of personal income. Thus the need for an 
accelerated expansion in manufacturing activ 
ities, if Montana is to continue to grow and 
to prosper, is again demonstrated.
LOCAL BANK DEBITS
(1947-1949 =  100)
B illings B u tte  G lendive G rea t F alls K allspell M alta M iles C ity  M issoula
157
U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj . A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj.
A ug. .... 200.0 198.0 139.0 138.3 188.1 196.1 160.4 163.0 190.5 187.5 115.1 128.4 121.0 125.6 187.9 186.7
S ep t....... 222.9 210.7 154.7 159.3 201.3 197.6 179.4 159.9 198.0 177.5 158.5 156.7 155.4 145.2 216.6 207.1
O ct. _ 232.4 203.0 143.5 134.5 230.4 197.4 169.1 142.9 178.4 170.2 147.9 116.4 162.0 115.8 210.0 195.0




217.5 207.3 149.0 141.8 232.6 206.2 155.4 160.0 188.8 184.0 171.7 144.6 158.8 139.7 233.3 228.5
207.4 209.7 135.7 139.2 242.6 247.8 163.0 153.3 166.1 170.9 145.6 144.6 139.7 144.0 197.8 202.2
Feb. 185.7 203.8 133.4 145.2 203.3 231.5 135.6 145.8 145.1 164.1 125.0 153.6 109.5 130.2 162.3 177.0
M arch 199.8 225.5 133.5 130.4 209.4 226.1 129.7 142.0 130.1 150.4 116.0 138.4 112.5 131.4 195.0 217.1
A pril _ 196.0 205.0 126.0 126.5 212.5 220.9 136.2 140.4 123.4 137.7 119.2 123.4 119.5 136.1 187.7 190.4
M ay — 181.3 194.1 120.0 130.7 189.2 213.3 132.0 148.5 146.4 148.2 125.8 137.3 117.3 141.3 180.7 188.8
Ju n e  .... 207.0 219.0 146.1 135.5 205.0 217.4 161.4 167.6 165.6 162.0 156.5 164.6 130.3 147.7 229.2 221.0
Ju ly  _ 209.0 213.9 128.3 129.5 195.6 215.6 153.8 155.8 170.3 151.5 120.4 138.2 113.3 123.3 204.6 198.4
A ug...... 206.8 204.8 121.1 120.5 187.2 195.2 154.2 156.7 180.6 177.8 119.7 133.6 115.0 119.3 207.7 206.5
S ept. .. 240.8 227.6 144.9 149.2 197.4 193.7 198.7 
A dj.—A djusted
177.1 173.6 155.7 
fo r seasonal v aria tio n
172.3 170.2 158.7 148.3 228.4 218.4
'C om puted from  rep o rts  of F ed eral R eserve B ank of M inneapolis. D aily  average.
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THE IMPORTANCE OF REFERENDUM 61 TO THE FINANCING
OF THE UNIVERSITY SYSTEM
Referendum 61, to be submitted to the elec 
torate on November 4, is of considerable im 
portance to Montanans. Because of its signifi 
cance and since it has aroused some discus 
sion, it seems desirable at this time to present 
pertinent information regarding its nature.
The referendum calls for the continuation 
of the six mill levy (on each dollar of the 
taxable valuation of real and personal prop 
erty1) used in financing the University Sys 
tem. It is permissive in the sense that it would 
enable the Legislature to levy up to six mills, 
but does not require that the full amount be 
levied. The current levy, in effect over the 
past ten years, will expire on December 31, 
1958.2 The referendum to renew the levy for 
the next ten year period was placed on the 
1958 ballot by the 1957 Montana Legislative 
Assembly by overwhelming vote (unani 
mously in the House and 50 to 5 in the Sen 
ate) . Under the provisions of the State Con 
stitution a majority of the electorate’s votes 
must be cast in favor of the referendum if 
the levy is to remain in effect.
Probably there are questions in some 
voters’ minds the answers to which are not 
clear. For example, what is meant by the 
University System? This consists of six 
units: Montana State University at Missoula, 
Montana State College at Bozeman, Montana 
School of Mines at Butte, Eastern Montana 
College of Education at Billings, Western 
Montana College of Education at Dillon and 
Northern Montana College at Havre. Also 
specified in the referendum are the Agricul 
tural Experiment Station and its branches 
and substations, and the Agricultural Exten 
sion Service, including the Soil Survey and 
the Grain Laboratory.
’The taxable valuation amounts to about 30% of 
assessed valuation, for the state as a whole, and 
for all kinds of property. There is variation around 
this average both as between counties and as be- 
tween kinds of property.
*This levy, at varying rates, has been used in Mon 
tana continuously for several decades.
To what extent have the revenues derived 
from the six mill levy contributed to the fin 
ancing of the University System? The answer 
to this question is contained in Table 1, be 
low:
TABLE 1
FUNDS AVAILABLE FOR UNIVERSITY SYSTEM 
OPERATION, 1957-59 BIENNIUM1
Source Amount % of Total
From the six m ill state
property tax _______ $ 7,605,293 28.5
From the state general 
fund:
Regular b u d g et..... . 12,582,058 47.2
Non-recurring items 1,019,227 3.8
From student fees ........ 2,360,899 8.8
From other sou rces___ 3,124,978 11.7
(federal funds, inter 
est and income, etc.)
Total __   $26,692,455 100.0
Source: Referendum Committee for Higher Educa 
tion, Bozeman, Montana.
Examining the table, it is seen that for the 
six units as a group, 28.5 percent of the total 
funds available came from the six mill levy. 
And if only funds from state tax sources were 
considered, the figure would be 35.9 percent. 
There is, of course, variation around these 
averages with some units depending more, 
and others less, on this source.
To what uses have the revenues from the 
six mill levy been put? For the most part 
the funds have been used to defray operating 
costs (salaries, supplies, maintenance, etc.).3 
Construction has been made possible by 
moneys secured from other sources: the gen 
eral fund, the issuance of state and revenue 
bonds, student charges and fees (including
3House Bill No. 468, Thirty-fifth Legislative Assem 
bly, specifies that the Millage Fund be used for the 
following purposes during the period July 1, 1957 
to June 30, 1959: salaries, expenses (operation, 
capital repairs and replacement of capital, but not 
including buildings or purchase of lands), teachers*  *
retirement system, public employees* retirement 
system, social security payments, and student travel 
refunds.
10
veterans’ fees), gifts and grants, and public 
admission to athletic events.
From the above it is clear that the Univer 
sity System has been dependent on the six 
mill levy for its operation in the past. But 
we are here concerned with the future. Can 
we anticipate a lesser need during the next 
ten year period? This is hardly likely. En 
rollments will almost certainly increase; one 
estimate places the fall quarter enrollment in 
the University System at 11,900 in 1962, an 
increase of about 40 percent over the enroll 
ment of 8,494 in 1957, and 83 percent over the 
comparable figure for 1950.4 Then, too, world 
events have made it clear that more inten 
sive education is essential to the welfare of 
the nation and state. Thus there is no reason 
to expect costs to decrease; rather it is much 
more likely that they will increase. And, on 
the other hand, the current inflationary trend, 
the end to which is not yet in sight, is likely 
to continue to reduce the purchasing power 
of the University System’s revenue dollar. 
Although assessments and taxable valuations 
may increase to some extent with expanding 
population and economic development, it is 
not likely that the resultant additional rev 
enues would more than offset the broadening 
spread between costs and purchasing power. 
Thus it is difficult to escape the conclusion 
that moneys from this or a substitute source 
must be made available.
What are the alternative tax sources? One 
possibility is a sales tax. What percentage 
sales tax would be necessary to supply the 
same revenues as that supplied by the six 
mill levy in 1957-9? One estimate places the 
figure at about one-half of one percent if food 
were included and at about three-fourths of 
one percent if food were not included.5 An-
Trelim inary figures indicate the Fall 1958 registra 
tion in the University System to be 9,300, an in  
crease of 9.5 percent over the comparable figure 
for 1957.
'‘The costs of administering such a tax were not 
taken into consideration in deriving these figures. 
"There is a question as to whether an increase of 
these proportions would be permissible under the 
present law.
other possibility is an increase in the personal 
income tax; this would require a yield esti 
mated at 41 percent above that of Fiscal Year 
1957-8. And there are, of course, other pos 
sible tax sources. While some may find merit 
in the use of one or the other of these taxes, 
they have the common disadvantage of a 
lapse of time, perhaps considerable, before 
legislation could be put in force and efficient 
administrative procedures devised.
If the six mill levy were discontinued and 
no substitute tax were provided, what sources 
of revenues would be left? Efforts could be 
made to secure endowments from individuals, 
corporations, foundations, etc.; however, the 
revenues so derived would in all probability 
be so small as to be inconsequential. Or stu 
dents’ fees could be increased, to the tune of 
over 300 percent (based on 1957-9 data) .(i But 
this would deprive some qualified students of 
a college education, which most persons 
would consider to be undesirable. And, in 
any event, there is no guarantee that raising 
fees would solve the financial problem since 
it is possible that the reduction in number of 
students would be so great that a net loss in 
revenues from that source would result. And 
it is conceivable that this loss would not be 
offset by a reduction in costs. Thus, the Uni 
versity System might be in an even poorer 
financial situation.
What would the consequences be if the six 
mill levy were discontinued and substitute 
revenues were not provided? There can be 
no question but that the loss of 28.5 percent of 
the University System’s revenues would have 
serious repercussions. One would expect an 
unfavorably high student-teacher ratio, less 
adequate equipment, and the termination of 
some services currently rendered to the pub 
lic. Also possible is a shortage in class room 
space and housing for students, as some funds 
currently used for construction were used for 
other purposes.
From this discussion it is seen that there is 
a continuing need for the six mill levy in the 
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ANALYZE YOUR OW N FINANCIAL STATEMENTS
JACK J. KEMPNER 
Associate Professor of Business Administration 
Montana State University, Missoula
In the complex business society of today, 
financial statements are no longer reserved 
for the larger corporations. Both General 
Motors and the small corner grocer have 
these statements prepared in order to inter 
pret past financial results and predict fu 
ture operations. Nevertheless, the usefulness 
of these statements depends to a great ex 
tent on the background of the individuals 
who attempt to review them. Our larger 
corporations can call upon the services of 
highly paid controllers and financial analysts. 
These experts are on the payroll and can be 
expected to furnish management with elab 
orate reviews of the financial results of op 
erations. Such analyses are all very well for 
companies who can afford high salaried 
specialists, but what about the small busi 
nessman who must rely upon his own knowl 
edge to intelligently survey the progress of 
his firm?
It is true that regardless of size, most or 
ganizations solicit the services of independ 
ent certified public accountants to review 
their accounting records and to render an 
opinion as to the fairness of their financial 
statements. Quite often such reports are ac 
companied by a comprehensive analysis of 
the statements themselves. The thoroughness 
with which these statements are analyzed is 
contingent upon the arrangements made be 
tween the accountant and his client. Whether 
the report submitted is highly detailed or not, 
however, it is incumbent upon the business 
man to be in a position to make his own 
analysis. Certain basic facts can be obtained 
from the balance sheet and income statement 
without any particular formal training in
accounting. An understanding of the more 
fundamental elements of the financial state 
ments is all that is necessary, and it is the 
purpose of this article to acquaint the reader 
with these elementary concepts so that a 
great deal of information can be gathered 
without the expert advice of a professional.
Important Aspects of the Balance Sheet:
Before an attempt is made to analyze the 
balance sheet, it may be advisable to review 
its basic elements. The statement of financial 
position is always concisely divided into two 
parts. The left side or upper half consists of 
the assets or property owned by the business, 
whereas the right side records the claims 
against this property. The liability and net 
worth sections never include anything but 
claims against the business assets, and since 
an organization cannot own itself, the aggre 
gate of these interests is always equal to the 
property. A business enterprise is always 
treated as a separate entity, apart from its 
stockholders, partners, or proprietors. These 
underlying factors prevail whether we are 
considering a large corporation or a small in 
dividual proprietorship. Prior claims of out 
siders are referred to as liabilities; remain 
ing property that is not subject to outside 
claims is said to belong to the owners and 
represents the commonly known net worth 
section. There is therefore no mystery at 
tached to the axiom that a balance sheet 
must balance! Some individuals or groups 
must always have an interest in a firm equal 
to the value of its total property. A simplified 






Cash .....—  $10,000 Accounts payable $60,000




Since the total property of the company is 
worth $150,000, the claims against this prop 
erty must be the same. Furthermore, since 
the claims of outside creditors amount to 
only $60,000, the remaining interest belongs 
to the owners and we can conclude that net 
worth is $90,000.
Aside from the basic equation outlined 
above, it is necessary to understand the 
methods used by accountants to value the 
property included on the balance sheet. Per 
haps it is easier to clarify this matter at the 
beginning by saying that asset valuations do 
not normally represent market or replace 
ment values. Financial statements are pre 
pared with a “going concern” point of view. 
It is presumed that the firm will continue to 
operate for an indefinite period so there is no 
attempt to appraise its resale value. Assets 
are acquired to operate the business, and it is 
assumed that all of them will be consumed 
in one way or another while new assets are 
purchased or acquired to continue the cycle. 
Before property is consumed in normal op 
erations, it is listed on the balance sheet as 
an unexpired cost. When the asset is em 
ployed in the operation of the business, it be 
comes an expense, and is reflected as such on 
the income statement. The balance sheet, 
therefore, is merely a list of those costs that 
have not yet been consumed by operations.
By their very nature, current assets more 
nearly approximate market values than do 
the fixed assets. However, this is caused by 
the rapidity with which the former assets 
turn over rather than any attempt to appraise 
them at current values.
The Operating Statement:
Of the two primary financial statements, 
the Operating or Profit and Loss Statement 
is the more dynamic. Some of you may recall 
that at one time the Balance Sheet was con 
sidered to be the most important. In more 
recent years, the value of the operating 
statement has come into its own since it re 
flects the earning power of the company 
rather than just a static array of unexpired 
costs. It should be recognized, however, that 
the P & L statement is still a part of the 
balance sheet, and in interpreting the results 
of operations, it is necessary to appreciate 
the inter-relationship between the two.
The income statement simply shows the 
changes that have occurred during the year 
in Earned Surplus or the owner’s Equity ac 
count. If the business were small enough, ex 
periencing only a dozen transactions during 
the year, this income statement could easily 
be made a part of the balance sheet. Referring 
again to a simplified balance sheet, the state 



















Of course much of detailed information as 
to the source of revenue and the type of ex- 
penses is lacking. Nevertheless, the income
Assets
Cash .....   $10,000
Receivables .......   65,000
Inventory ...........   40,000
Equipment ...........  35,000
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statement can actually be incorporated into 
the net worth section of the balance sheet, 
and it is only because we prefer more elab 
orate operating information that we prepare 
a separate profit and loss statement. To carry 
the point a bit further, we could have en 
larged the detail of revenue and expenses 
and still included the information on the bal 
ance sheet. However, the balance sheet 
would become too cumbersome, and besides, 
we do not like to bury the important re 
sults of operations in one section of the bal 
ance sheet. At the same time it should be 
borne in mind that in reality, there is only 
one basic financial statement.
Analysis of Statements:
What is the concept of financial analysis? 
Basically it is a study of the relationships ex 
isting among various accounts. Simply read 
ing a single statement is meaningless. We are 
in a much better position to interpret the 
meaning of various accounts by comparing 
statements of previous periods or similar 
businesses. To assist in relating the diverse 
items on either a single or comparative state 
ment, we use ratios. And these ratios are 
nothing more than a mathematical expres 
sion of relationships between two or more 
accounts. By computing ratios of one kind or 
another, we attempt to reduce these re 
lationships to a common denominator so that 
intelligent comparisons can be made.
These ratios can best be illustrated by re 
ferring to one of the most common of all: the 
current or working capital ratio. The dollar 
amount of working capital is obtained by 
subtracting the current liabilities from the 
current assets. A more meaningful com 
parison is available by dividing the current 
assets by the current liabilities to arrive at a 
ratio. The significance of a numerical pro 
portion such as 2 to 1 or 3 to 1 is usually 
easier to grasp than an absolute amount. With 
such a ratio it is also more convenient to com 
pare one period’s relationship with another.
Similar relationships are used throughout 
the process of analyzing financial statements.
Summary of Relationships:
Since this article is directed at non-ac 
countants, no attempt will be made to explore 
all of the possible analyses that can be ob 
tained from the financial statements. It is be 
lieved, however, that certain valuable re 
lationships can be computed by those who 
have not had extensive training in account 
ing or finance. The more common analyses 
are classified into five basic categories, and 
are outlined briefly as follows:
1. Method of financing
Funds obtained from 
Creditors 
Owners
2. Investment of funds in
Current assets (cash, receivables, inventories) 
Plant and equipment




4. Ratio of earnings to
Sales
Assets (total, current, plant)
Total equity 
Long term debt 
Fixed interest obligations
5. Current ratios
Working capital ratio 
Acid test or quick ratio 
Receivables turnover 
Inventory turnover
Mechanically, the calculation of ratios in 
the first four classifications requires only 
single computations. It is usually accom 
plished by dividing one figure by another. 
For example, if one wished to know the ratio 
of current assets to total investment of prop 
erty; divide current assets by total assets. If 
it were desired to compute the ratio of funds 
obtained from creditors to total equity; di 
vide funds obtained from creditors by total 
equities (liabilities plus net worth). A gen 
eralization can be devised by stating that in 
(Continued on page 8)
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Lum ber & 
T im ber Prod. 
U nadj. Adj.
P rim ary  Metals 
& Other 







Unadj. Adj. l i
Sept. ............... 123.7 118.7 150.9 133.4 113.0 112.5 102.7 101.2 101.0 101.1 ]O c t ._____________ 120.0 117.1 143.6 133.7 107.4 109.8 113.7 100.0 96.0 98.4 ]|Nov............. ..... 116.8 116.2 134.5 131.7 105.6 105.9 109.6 102.6 95.0 94.3 1:Dec. ____________ 113.8 114.6 127.3 130.6 101.8 101.6 101.4 99.3 95.0 91.9 r1958 
Jan. _________ 109.2 115.4 110.9 120.2 105.6 106.1 100.0 98.9 91.1 91.4 i
Feb. _ __ ___ 106.9 114.2 105.4 118.4 103.7 103.3 94.5 102.6 88.1 86.9
March . 107.1 113.8 103.6 121.2 103.7 ; 104.4 93.2 99.9 83.2 82.2
lApril _______ 111.2 114.6 109.1 130.2 103.7 104.5 93.2 98.0 87.1 87.1
May ............... 115.5 115.3 127.3 134.0 100.0 103.0 94.5 98.0 90.1 91.5 1 1
June ..... . 119.8 115.5 145.4 132.2 103.7 103.8 95.9 98.4 91.1 91.6 11July -------------- 120.3 114.9 150.9 136.3 105.6 102.7 98.6 98.3 83.2 84.9 l
August 121.3 115.1 154.5 136.0 105.6 101.5 100.0 99.2 86.1 86.0 l;
September . 120.6** 115.7** 152.7 135.0 100.0** 99.6** 101.4 ** 99.9** 87.1** 87.2**












unad j. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. A
Sept. .......... ...... ... 190.4 193.9 146.0 158.7 82.8 88.5 310.9** 326.6* * 193.6 rOct. .......... ... 175.2 173.8 152.0 149.6 85.9 85.8 305.7** 330.5* * 190.4 idN o v . ___________________ -  180.5 169.3 141.8 133.1 74.0 73.8 305.7** 311.3* * 182.8 uD e c . ____________________
1958
. 183.2 172.8 141.9 139.0 72.1 71.3 312.1** 301.8* * 187.3 u
Jan. ................. -  203.5 196.6 154.7 151.7 63.9 64.5 302.5 299.5 178.3
1
li
Feb. ____ -  204.6 197.1 133.1 125.0 71.2 68.3 299.3 292.0 154.8 VMarch ................ .. 197.3 198.5 142.3 136.8 65.5 63.6 300.5 291.7 160.0 VAoril _______ ... 202.0 202.4 146.9 138.6 86.9 81.2 3 01.3 299.8 157.4 11May ________ ... 204.3 207.2 157.3 156.5 80.4 75.1 304.1 301.1 153.1 1(
June ........... ... 202.2 208.7 157.8 162.7 63.9 63.3 316.6 308.6 181.5 l iJuly _____________ . 187.1 202.0 139.4 153.2 34.6 36.1 310.5 302.6 172.7 V
August .... ............. . . 190.8 199.8 145.9** 158.6** 29.1** 33.4 ** 304.9 314.0 169.2 It]
September ______________ ... 191.6 196.1 144.6* 155.5* 30.0* 31.9 * 313.0 328.4 199.7 It





1Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- a 
month.
2Unemployment Compensation Commission of Montana. Number of work applicants at end of month.
3Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings 
^Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Pov 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
Computed from reports of U. S. Bureau of Mines. Daily average.
^Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
4Computed from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana com 
8Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
°Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department ai 
10Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Sen 


















139.2 100.0 96.1 121.4 116.6 126.8 125.2 6,328 16,020 137.0 122.8 _______  Sept.
136.7 97.3 94.8 116.9 114.9 127.2 124.2 8,041 16,614 153.1 127.6 . _______ Oct.
136.2 97.3 97.8 115.0 114.9 125.3 127.6 12,564 15,047 141.3 117.0 . _______  Nov.
146.4 92.3 95.0 115.6 113.3 125.3 127.5 * 16,432 12,969 114.3 110.4 .... ...........  Dec.
153.6 89.1 93.7 108.0 114.0 122.6 126.0 21,533 12,193 104.9 117.9
1958 
___ ____  Jan.
138.9 88.2 93.0 107.8 115.3 121.8 125.2 23,750 12,728 87.9 1 0 0 .4__ Feb.
137.3 87.3 91.8 108.6 114.9 123.0 125.6 23,394 13,657 89.8 104.4 . .... March
134.9 87.3 89.6 111.9 115.0 125.3 126.3 19,579 16,221 95.7 108.4 . ___  April
136.7 89.5 89.0 113.0 113.6 128.8 126.9 15,233 18,900 99.7 104.9 .... ________May
132.3 90.9 88.6 116.7: 112.8 132.3 127.0 16,832 23,640 110.4 114.4 .... _____June
136.6 91.4 87.0 117.2 112.6 130.0 127.6 11,784 21,348 109.2 111.6 ..... _ July
141.4 89.5 84.4 118.0 112.5 129.2 128.2 8,772 22,903 132.0 123.4 __ __August
141.9** 87.7** 84.2** 117.8** 113.2** 129.6** 127.9** 8,065 20,418 146.3 130.6 . . September
154.1* 86.8* 84.6* 113.6* 111.7*
Nonfarm Mortgage Recordings (U nadj.)8
Savings Insur- 
& Loan ance Comm.












(51,000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. Adj. Unadj. Unadj. Unadj.
1957
5,450 1,627 410 1,460 1,953 133.7 123.0 91.0 81.0 115.4 ... ______  Sept.
5,629 1,589 348 1,907 1,785 137.1 121.4 89.0 82.0 112.4 . ................  Oct.
5,462 1,480 192 1,870 1,920 142.0 118.8 90.0 81.0 112.4 . ________ Nov.
5,616 1,767 443 1,915 1,491 205.8 120.3 92.0 82.0 114.1 ... ______  Dec.
4,797 1,399 179 1,753 1,466 76.0 120.6 95.0 81.0 114.0 ...
1958 
________ Jan.
4,497 1,595 210 1,628 1,064 76.8 120.0 97.0 82.0 113.0 ... ....... ........  Feb
4,423 1,556 222 1,565 1,080 95.6 125.0 103.0 85.0 113.7 ... _____  March
5,023 1,708 109 1,836 1,370 114.0 119.0 103.0 85.0 115.2 ... ___  April
5,945 2,340 259 1,913 1,433 119.6 124.6 105.0 82.0 114.6 . ...... ........ May
5,983 2,451 165 2,149 1,218 109.9 119.4 105.0 81.0 115.1 ....  June
6,253 2,192 353 2,312 1,396 112.0 120.4 104.0 75.0 117.5 . ________ July
5,737 2,373 249 1,752 1,363 141.8 131.8 104.0 72.0 116.7 _ .........August













-time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
ght loaded at Montana points. Daily average.
Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
A djusted for seasonal variation: This m eans th a t in tra-annual repeti 
tive fluctuations in the business indicators occasioned by the  effects of 
î S. Daily average. climate, custom and convention have been allowed for statistically.
For a  m ore complete discussion see the Septem ber 1957 issue of M ontana 
Business Review.
ral stores in Montana. Daily average. __________________________________________________ __
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(Continued from page 5) 
most instances, the desired relationship is ob 
tained by dividing the first amount involved 
(ratio of: current assets) by the second (to: 
total assets). A few of the so-called current 
ratios (number 5 above) require somewhat 
more elaborate calculation and will be dis 
cussed later.
In order to illustrate these calculations, a 
hypothetical balance sheet and income state 
ment has been prepared for the Silver Lodge 
Instrument Co., Inc.





Cash ..........    $10,000
Accounts receivable (net) .... 50,000
Inventories ___    75,000
Prepayments ___     3,000
Total current assets.____ $138,000
Plant and equipment:
Land --------------------  $ 15,000
Buildings (net) .......     100,000
M’chry and equipment (net) 40,000
Total plant assets .....  155,000
Total assets  ...... $293,000
Equity
Current liabilities:
Accounts p ayab le................   $30,000
Accrued expenses __   5,000
Accrued income taxes ______ 20,000
Total current liabilities __________  $55,000
Bonds payable, 5%, due 1975_____ 40,000
Total liabilities ...............................   $95,000
Net worth:
Capital stock, $100 par value $100,000 
Retained earnings _________  98,000
Total stockholders equity 198,000
Total liabilities and stock 
holders equity __________  $293,000
STATEMENT OF OPERATIONS 
YEAR ENDED, DECEMBER 31, 1958
Sales ( n e t ) ----------------------------  $300,000
Cost of goods sold ___    210,000
Gross margin ------------------ $ 90,000
Operating expenses:
S e llin g ........... .........       $28,000
Administrative ...........     20,000 48,000
Net operating p r o fit-----------     $ 42,000
Less— Interest expense ....................  2,000
Net income—before income taxes $ 40,000
Less—Federal income taxes ......  20,000
Net Income ....         $ 20,000
Method of Financing:
Suppose it is desired to analyze the method 
of financing. A determination of the sources 
of outside funds is obtained by comparing the 
amount of funds acquired from creditors 
with total claimants, $95,000/$293,000. 32% 
of the firm’s assets has thus been acquired 
from outside sources while 68% has been 
contributed by the owners. If a more detailed 
analysis is desired, a breakdown between 
current and long term debt can be made in 
the same manner. A similar comparison 
with the previous year’s statement will in 
dicate any change in this relationship. By 
keeping a careful watch over the proportion 
of funds obtained from creditors, manage 
ment can try to avoid an unbalance between 
the sources of these funds. As in all cases of 
financial analysis, there is no rigid relation 
ship which must be maintained. One is- not 
able to conclude, for instance, that 32% v. 
68% is a perfect proportion between outside 
creditors and owners. Such a relationship 
would be quite reasonable for light industry 
or a small business in the process of expan 
sion. In the latter case it would be presumed 
that the long term debt will eventually be 
liquidated; thereby increasing the degree of 
financing by the owners. In the case of heavy 
industry, and particularly public utilities, a 
much larger percentage of outside debt may 
be expected. Comparison with previous years
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as well as similar types of businesses will 
lead to much more meaningful interpreta 
tions than any arbitrary attempt to fix pre 
cise ratios.
Investment of Funds:
Using the same hypothetical statements 
(page 8), the proportion of funds invested 
in plant and equipment as compared to total 
assets is 53% ($155,000/$293,000). Conversely 
the percentage of current assets to total as 
sets is 47%. Since our illustrative company 
is engaged in manufacturing, this proportion 
seems reasonable. If we were dealing with a 
trading concern, such a ratio would indicate 
that too much money was invested in the 
fixed assets. On the other hand, if we were 
analyzing a company engaged in the manu 
facture of steel, we would have expected to 
find a higher proportion of funds invested in 
plant and equipment.
Further breakdowns of the current assets 
are often desirable. For example, the ratio of 
inventories to current assets is 54% ($75,000/ 
$138,000), while Receivables account for 36% 
of these assets. Comparison with previous 
years will indicate any substantial fluctua 
tions.
Ratio of Sales:
Several helpful relationships can be ob 
tained on the basis of sales. A glance at the 
financial statements indicates that the 
amount of sales for the year is equal to the 
total assets; more specifically a 1 to 1 ratio. 
Assume that the dollar value of sales last 
year was considerably lower but that the 
ratio at that time was 2 to 1. This should 
serve as a warning to management that a 
larger investment in total property did not 
result in an improvement in the relative 
sales volume. Such findings are a danger 
signal to the owners, advising them that they 
are not making full use of the added assets. 
Of course, outside economic conditions 
might have been responsible for this result,
but at least management is made instantly 
aware of the situation and is on guard to take 
corrective action.
More specific analyses are possible by re 
lating sales to fixed assets in the same man 
ner as above. Based upon the illustrative 
statements, this ratio is 1.9 to 1 ($300,000/ 
$155,000). The ratio of sales to current assets 
is found to be 2.2 to 1.
Ratio of Earnings:
The analysis of sales to the various asset 
groups is often incomplete unless these in 
terpretations are combined with the earning 
ratios. Frequently the proportion of sales 
to assets may fluctuate, but the full picture 
is missing until actual earning power is 
ascertained. An increase in the relation of 
sales to assets may not in itself prove bene 
ficial unless the margin of profit has im 
proved. For this reason, one of the most im 
portant ratios is that of earnings to sales. 
Using the Silver Lodge Instrument Company, 
we find that the percentage of earnings 
(after taxes) to sales is 6%% ($20,000/$300,- 
000). If sales have risen above last year but 
the earning ratio has dropped, we are aware 
of the need to reduce costs or if possible, in 
crease selling prices. Each of the expenses 
can be related to sales in the same manner as 
above to determine their absorption of total 
revenues. Cost of goods sold accounts for 
70% of the sales ($210,000/$300,000), while 
the selling expenses have taken 9.3% of the 
revenues ($28,000/$300,000). Further break 
downs are possible by repeating the com 
putations with each item of expense and 
comparing them with the ratios of former 
periods to determine which, if any, has taken 
more than its normal share of the revenues. 
The importance of comparing the ratio of 
earnings to sales with competitors cannot be 
overemphasized, since such comparisons en 
able management to determine their relative 
position in the industry.
There are several other earning ratios 
which are easily computed, and which can
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throw additional light on the generating 
power of the firm. Relating earnings to total, 
current, or plant assets will inform manage 
ment of the percentage of earnings based 
upon properties invested in the business. In 
the case of Silver Lodge, profits (after taxes) 
amount to 7% of the investment in total 
assets ($20,000/$293,000), and 13% of the in 
vestment in plant assets ($20,000/$155,000). 
The ratio of earnings to owner equities was 
10% ($20,000/$198,000), and to the shares out 
standing 20% ($20,000/$100,000). Since there 
are a thousand shares outstanding, the earn 
ings are equal to $20 per share. Reference to 
prior years will indicate any progress in this 
category.
The number of times bond interest is 
earned is important in order to test the 
safety factor behind these fixed charges. 
Earnings in this case are ten times bond in 
terest ($20,000/$2,000), and should prove to 
be a safe enough margin. The ratio of earn 
ings to long term debt is 50% ($20,000/$40,- 
000). Such a ratio might be considered low 
for a small industrial firm that is no longer 
expanding or whose future earning power is 
limited. If on the other hand, potential earn 
ing prospects are good and the plant is fairly 
new, the debt is not burdensome.
Current Ratios:
Of all the ratios, those affecting the cur 
rent position receive the most attention. This 
is true since proper control over the flow of 
current funds is vital to the success or failure 
of a business enterprise. We often think of 
funds as consisting primarily of cash. Never 
theless the other current assets are equally 
important since it is anticipated that they will 
be converted into cash within a relatively 
short time. The current section of the balance 
sheet is therefore dynamic in the sense that 
its assets and liabilities are in a constantly ro 
tating cycle.
Cash is initially obtained through equity 
contributions or borrowings from creditors. 
The cash is immediately put to work by in 
vesting it in inventories and in the more
permanent plant facilities. Since inventories 
must often be paid for prior to their conver 
sion and payrolls must be met periodically, 
additional cash is usually required. The cycle 
continues as inventories are converted into 
receivables and finally back to cash. This 
cash is again re-invested in new merchandise 
or raw materials; into possible expansion or 
replacement of plant facilities, with, it is 
hoped, additional funds remaining for a re 
turn on investment to the owners.
A careful watch over the progress of this 
cycle is obviously necessary if a safe margin 
of working capital is to be maintained at all 
times. Excess cash is of little value if it is not 
constantly at work, while a shortage can be 
embarrassing when payrolls fall due or the 
bank calls its notes. Excessive funds tied up 
in inventories or receivables can be corrected, 
but only if management is aware of the ex 
cess. The various ratios that analyze the cur 
rent section of the balance sheet are primar 
ily designed to achieve these purposes.
Computation of the working capital ratio 
(current assets to current liabilities) is well 
known, and its meaning clearly understood 
by most businessmen. In the case of the Sil 
ver Lodge Instrument Company, it is 2.5 to 1 
($138,000/$55,000). The acid test or quick 
ratio is very often a better indication of 
available funds since it ignores the latent 
liquidity of inventories. In this case it is 1.1 
to 1. Whereas normally a 2 to 1 ratio of cur 
rent assets to current liabilities is considered 
adequate, a 1 to 1 quick ratio is equally ac 
ceptable. Bankers very often look to this 
ratio to determine a borrower’s liquid posi 
tion, particularly if there is the belief that 
inventories are rather slow moving.
Two final analyses that can be very useful 
to management are the turnovers of receiv 
ables and inventories. The former furnishes 
an excellent verification of the credit policy 
of the company by comparing credit terms 
allowed with the time required to actually 
collect receivables. This figure is computed 
as follows: the credit sales for the year are
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divided by 360 days to arrive at the average 
day’s sales. The receivables at the end of the 
year are then divided by this average to ar 
rive at the number of days sales that are un 
collected. Reference to Silver Lodge reveals 
that 60 days sales remain uncollected. This 
figure is computed by dividing sales of $300,- 
000 by 360 days to obtain $833 as the average 
day’s sales for the year. Receivables of $50,000 
are then divided by $833 to determine that 60 
days sales are still on the books uncollected. 
If credit terms to customers call for payment 
in 30 days, one can draw the obvious con 
clusion that the credit policy is too lax. Bar 
ring an unusual situation in the economy or 
the failure of a particularly large customer to 
meet his obligations, the number of days 
sales uncollected, or the time required to col 
lect receivables, should approximate the 
credit terms generally offered.
The inventory turnover is another im 
portant analysis that can throw considerable 
light on the current position of a firm. Aside 
from the ever-present possibility of price de 
clines, there is always the danger that inven 
tories may be too large or too slow moving. If 
such is the case, the firm is handicapped by 
its inability to keep its current funds flowing 
smoothly. The turnover is computed by di 
viding the Cost of Sales by the average in 
ventory for the year. For ease of comparison, 
assume that the Silver Lodge Instrument 
Company’s ending inventory is also its aver 
age inventory. Consequently, its turnover 
would be 2.8 ($210,000/$75,000). Stated an 
other way, its entire average inventory has 
been completely converted into sales about 
three times during the year. Whether this is 
a normal turnover would of course depend 
upon the type of industry. For example, a
retail food store would expect to experience 
a much higher turnover than a furniture 
dealer. Recourse to the trade associations 
would inform management of the proper 
turnover for their respective industry. Com 
parison with prior years and with competi 
tors, if possible, would also furnish valuable 
insight into the adequacy of this figure.
A turnover that is too low is a clear indica 
tion that too much money is tied up in 
merchandise with the possible result that bor 
rowing is unnecessarily heavy and costly. Or 
if the firm has ample funds, enabling it to 
restrict its borrowing from outside sources, 
these funds might better be used to enlarge 
plant facilities or to expand into other areas. 
On the other hand, a turnover that is too 
high might still be a sign of poor manage 
ment since it may be an indication that the 
quantity of merchandise is inadequate and 
that sales are being lost due to shortages or 
lack of selection.
Conclusions:
As pointed out at the beginning of this 
article, only the more important financial 
analyses have been discussed. However, the 
ones that have been outlined are those that 
are used constantly by accountants, bankers 
and security analysts and form the basis for 
their detailed interpretations of financial 
statements. For most purposes, the average 
businessman will find that a working 
knowledge of most of the above ratios will 
provide him with a more thorough under 
standing of his own balance sheets and oper 
ating statements, and enable him to intel 
ligently appraise the progress of his firm.
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LOCAL BANK DEBITS
(1947-1949 =  100)
Billings Butte Glendive G reat Falls Kalispell Malta Miles City Missoula
Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
1957
Sept. . 222.9 210.7 154.7 159.3 201.3 197.6 179.4 159.9 198.0 177.5 158.5 156.7 155.4 145.2 216.6 207.1
Oct. 232.4 203.0 143.5 134.5 230.4 197.4 169.1 142.9 178.4 170.2 147.9 116.4 162.0 115.8 210.0 195.0
Nov. 221.0 193.7 137.0 134.7 265.0 213.7 150.0 145.2 178.7 168.1 173.7 134.2 187.7 150.2 197.7 189.5
D e c ._ 217.5 207.3 149.0 141.8 232.6 206.2 155.4 160.0 188.8 184.0 171.7 144.6 158.8 139.7 233.3 228.5
1958
Jan . _ 207.4 209.7 135.7 139.2 242.6 247.8 163.0 153.3 166.1 170.9 145.6 144.6 139.7 144.0 197.8 202.2
Feb. 185.7 203.8 133.4 145.2 203.3 231.5 135.6 145.8 145.1 164.1 125.0 153.6 109.5 130.2 162.3 177.0
March 199.8 225.5 133.5 130.4 209.4 226.1 129.7 142.0 130.1 150.4 116.0 138.4 112.5 131.4 195.0 217.1
April .. 196.0 205.0 126.0 126.5 212.5 220.9 136.2 140.4 123.4 137.7 119.2 123.4 119.5 136.1 187.7 190.4
May — 181.3 194.1 120.0 130.7 189.2 213.3 132.0 148.5 146.4 148.2 125.8 137.3 117.3 141.3 180.7 188.8
June _ 207.0 219.0 146.1 135.5 205.0 217.4 161.4 167.6 165.6 . 162.0 156.5 164.6 130.3 147.7 229.2 221.0
Ju ly  __ 209.0 213.9 128.3 129.5 195.6 215.6 153.8 155.8 170.3 151.5 120.4 138.2 113.3 123.3 204.6 198.4
Aug. .. 206.8 204.8 121.1 120.5 187.2 195.2 154.2 156.7 180.6 177.8 119.7 133.6 115.0 119.3 207.7 206.5
Sept. 240.8 227.6 144.9 149.2 197.4 193.7 198.7 177.1 173.6 155.7 172.3 170.2 158.7 148.3 228.4 218.4
Oct. 266.3 232.6 151.9 142.4 281.3 241.0 202.0 170.8 172.2 164.3 
Adj.—A djusted fo r seasonal variation
212.8 167.6 218.5 156.2 223.9 207.9
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The second (1959-60) edition of The Mon 
tana Almanac, a compendium of information 
on the physical, economic, historical, govern 
mental and social aspects of the state, is off 
the press. This edition differs in several 
respects from the first. The data in the tables 
have been brought up-to-date, to the extent 
that available statistics permit, and the text 
has been revised to reflect changing condi 
tions and additional information. Major ad 
ditions include a chapter on religion; a chap 
ter containing a brief description of the his 
torical, political, economic and social aspects 
of the state’s 56 counties; and a selected bibli 
ography covering the range of subjects in 
cluded in the Almanac. Priced at $2.00, the 
Almanac may be ordered from the Montana 
State University Press, Missoula, Montana.
A supplement to the Almanac containing 
the results of the 1958 Montana general elec 
tion (November 4) will be off the press in the 
near future. Included are tabulations, by 
county, for U.S. senator and representatives 
in Congress, state officers, referenda and 
constitutional amendment. Also furnished 
are the state totals for the primary election 
(June 3, 1958) and the names of the various 
incumbent state and county elected officials. 
Priced at 25̂ , the supplement may be ordered 
from the Montana State University Press.
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SOME ASPECTS OF FREIGHT RATE DISCRIMINATION AS 
ILLUSTRATED BY THE RECENT U.S. SENATE HEARING
IN HELENA
HENRY K. SHEARER
Director, Bureau of Business ard Economic Research 
Montana State University, Missoula
A hearing of considerable interest to Mon 
tanans was conducted in Helena on July 8, 
1958 by the Surface Transportation Subcom 
mittee of the Senate Interstate and Foreign 
Commerce Committee (U.S. Senators George 
A. Smathers, D-Fla.; Warren G. Magnuson, 
D-Wash.; and Andrew F. Schoeppel, R-Kan- 
sas). The purpose of the hearing was to in 
vestigate charges of freight rate discrimin 
ation in Montana.
This hearing had two rather intriguing as 
pects. First, the investigation in the field 
by a Senate group was quite unusual; nor 
mally the Interstate Commerce Commission 
conducts such hearings. Although this action 
has caused some critical comment in trans 
portation circles, it is not the subject of this 
article. Our interest is in what to some is 
an even more interesting phenomenon—the 
divergence of opinion by Montana shippers 
on the subject of lower freight rates. Since 
it is traditional for shippers (and receivers) 
to favor lower freight rates, the opposition of 
a group of organizations, consisting in large 
part of shippers, to lower rates comes some 
what as a surprise. Is there a sound econo 
mic basis for their belief? It is intended here 
to attempt to answer this question as well as 
to examine the economic bases for the con 
trary arguments. But first let us define our 
terms.
Freight rate discrimination may be defined 
as a form of differential pricing in which 
prices (rates) do not bear a constant re 
lationship to the costs of providing the ser 
vices; or otherwise phrased, differences in 
rates are not justified by differences in the 
costs of service. Discriminatory pricing is
not confined to the transportation industry. 
It is a common practice with the producers of 
many goods and services; for example, in the 
pricing of electricity, telephone services and 
a wide range of manufactured products. How 
ever, it seems to cause more concern when 
practiced by the producers of transportation 
services. Perhaps this is because the nature 
and degree of some forms of rate discrimin 
ation vary by region whereas this may not 
be true to a comparable extent with dis 
crimination in other goods and services. With 
the former there is a geographic community 
of interest making possible an exchange of 
views, and co-operative action to eliminate 
the alleged discrimination. Then, too, most 
rates are published and available for public 
inspection, while this is not true with the 
prices for many other goods and services.
Rate discrimination is characteristic of all 
modes of transportation—rail, truck, pipeline, 
water and air—although it has been most 
usually associated with rail. It may take 
several forms: personal, commodity, volume, 
place and regional. The subject hearing had 
to do with the last named—regional discrimi 
nation; which occurs when substantial areas 
(in this case Mountain-Pacific Territory) 
have higher rate structures than other areas 
under circumstances indicating equality. 
Absolute equality is, of course, not necessary; 
if the differences in rate levels are greater 
than are justified by differences in cost levels, 
then discrimination exists.
What are the legal aspects of freight rate 
discrimination? Freight rates are regulated 
at both the federal and state levels. At the 
federal level, the Interstate Commerce Com-
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mission regulates common carrier rail, oil 
pipeline and freight forwarding operations, 
and common and contract carrier motor and 
domestic water operations, with some ex 
emptions. The Civil Aeronautics Board 
regulates common carrier air operations and 
the Federal Power Commission, natural gas 
pipeline operations. At the state level the 
Montana Board of Railroad Commissioners 
is the principal regulatory authority. The 
laws under which these regulatory authori 
ties operate, while absolutely forbidding any 
degree of personal discrimination, forbid the 
other forms only when unjust discrimination 
(or more properly "undue or unreasonable 
prejudice or disadvantage”) is involved. The 
determination of whether the discrimination 
is unjust is a function of the regulatory 
authority.
Drawing the line between simple and un 
just discrimination is an extremely difficult 
task. As a matter of fact, just determining 
whether discrimination exists is a real prob 
lem, particularly because of the nature of the 
carriers’ cost structures. And commissions 
must look not only at the effect on the indi 
vidual shipper or receiver of freight but 
also at the overall effect on economies. In 
this regard, the Interstate Commerce Com 
mission recently commented as follows: “The 
inhibitions of the law against discrimination 
are designed for the protection not only of 
the shipper or receiver of freight but of com 
munities, sections, regions and territories1”.
This raises the question of the economic 
(and social) effects of freight rates. While 
it is not intended to go into great detail here 
on this subject, some general statements are 
appropriate.* 2 * Freight rates affect prices: low 
rates in many cases result in low prices; they 
also tend to equalize and stabilize prices; high
’U.S. Interstate Commerce Commission, No. 30416, 
Class Rates, Mountain Pacific Territory; sub 
mitted July 12, 1955, decided October 19, 1955; 296 
I.C.C.; U. S. Government Printing Office, 1955; 
p. 654.
2For greater detail see Shearer, Henry K., “The
Economic Consequences of Improvements in Trans 
portation With Special Reference to Montana”,
Montana Business Review, “February 1958.
rates have the opposite effect. Rates affect 
the costs of production of the individual 
firm: low rates result in low prices for raw 
materials and supplies; and wider market 
areas permitting a greater volume of pro 
duction and larger-scaled, more economical, 
operations. Rates affect the location of eco 
nomic activity: they may determine whether 
an activity can be carried on at all in a given 
region, or where in the region it can best be 
carried on. The relationship between rates 
is especially significant; as it shifts, com 
petitive advantages and disadvantages shift. 
Rates largely determine the degree to which 
specialization (by task, region, etc.), so im 
portant to the economy of this country, may 
be carried on. Ultimately, of course, the ef 
fects are sociological in nature, influencing 
the standard of living, culture, education, 
sectionalism, and the distribution of popula 
tion.
Having examined some generalized prem 
ises, let us take a closer look at the Helena 
hearing of July 8. In a sense this hearing 
was a follow-up to the Mountain-Pacific Class 
Rate Case (Docket 30416) decided by the 
Interstate Commerce Commission on Octo 
ber 19, 1955. The Commission found the in 
terstate class rate structure to be “unjust and 
unreasonable, and unduly and unreasonably 
prejudicial to Mountain-Pacific Territory/  
and unduly and unreasonably preferential of 
the remainder of the United States east there 
of.”* Accordingly, the Commission ordered 
a lower, interim, basis of class rates effective 
September 1, 1956. A “reasonable test period” 
(length not stated) was prescribed and the 
record was held open for further proceedings 
to determine the revenue effect of the rates 
and finally to dispose of the investigation. 
Apparently no later action has been taken. 
This prompted Senator Magnuson to ask, 
“How long is an interim”, and to state further, 
“Certainly we in the West shouldn’t be left
^Mountain-Pacific Territory consists of the follow- 
ing states: Arizona, California, Colorado (part), 
Idaho, Montana, Nevada, New Mexico, Oregon, 
Utah, Washington and Wyoming.
4U. S. Interstate Commerce Commission, op. cit., 
p. 555.
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with an interim rate structure when there is 
a permanent one for the rest of the country.”
Some Montanans believe that the Commis 
sion did not go far enough in lowering the 
rates and that further decreases of up to 19 
percent are needed to reduce Mountain- 
Pacific rates to the class rate level prevail 
ing in the remainder of the country. This 
presumably prompted the hearing.
Two final introductory remarks are in 
order prior to discussing the arguments pre 
sented by the witnesses. First, this hearing 
had to do primarily with rail interstate rates; 
the discussion of those of an intrastate nature 
was of incidental importance3. Second, only 
class rates were directly involved. A few 
words of definition at this point may be help 
ful. Class rates cover a wide range of gen 
erally highly-valued commodities moving in 
relatively small volumes between many 
places; as contrasted with commodity rates, 
which cover a small number of lower-valued 
commodities moving in relatively large 
volumes between specific places. The follow -
"While there was only limited discussion of truck 
and freight forwarder rates, it is likely that any 
changes in the rail rate structure would be re 
flected in similar changes in the other rate struc 
tures. There, was also some discussion of the need 
for change in the agricultural exemption provisions 
applying to motor carriers under Part II of the In 
terstate Commerce Act; however, this topic is not 
examined here.
ing generalization may be made for Montana: 
nearly all outbound commodities move on 
commodity rates and many, if not most, in 
bound commodities move on class rates. It 
is interesting to note that according to Inter 
state Commerce Commission statistics, in 
1952, only about one percent of the total in 
terstate carload rail traffic (inter- and intra 
territorial) in Mountain-Pacific Territory, in 
terms of tons, ton-miles and revenue, moved 
on class rates.0 If less-carload freight were 
included this percentage would be increased, 
but probably only slightly. About 98 per 
cent of the traffic moves on commodity rates. 
There is no reason to suspect that the pat 
tern for Montana departs materially from 
that for Mountain-Pacific Territory, of which 
it is a part.
The statistics presented in Table 1, below, 
are also of interest in disclosing the character 
of Montana’s rail freight movements.
During the year 1956, the railroads trans 
ported 7,776,670,000 ton-miles of freight to 
and from Montana, of which 82.3 percent 
originated and 17.7 percent terminated in the 
state.7
"U. S. Interstate Commerce Commission, op. cit., 
p. 614.
sta tem en t of Paul A. Walsh, General Freight Traf- 
fice Manager, Northern Pacific Railway Company, 
on behalf of Montana Railroads, p. 5.
TABLE 1
ESTIMATED ANNUAL AVERAGE TONNAGE, FREIGHT REVENUE, AND 
AVERAGE LENGTH OF HAUL FOR CARLOAD RAIL SHIPMENTS 
ORIGINATING OR TERMINATING IN MONTANA, 1953-1955'






















1.26 5.88 3.04 25.5 78.3 8.8 901 920 121
Agriculture .11 2.54 .77 1.3 34.6 2.4 600 831 94
Animal Products _ .03 .32 .04 0.7 7.3 0.3 968 1,044 200
Products of Forests . .06 .80 .85 0.7 11.7 1.4 665 1,154 78
Products of Mines .. 
Manufactures
.48 1.12 .83 3.4 8.8 1.9 683 846 135
and Misc. .. .59 1.09 .56 19.4 16.0 2.8 1,145 996 199
'Source: Peters, William S., “Montana’s Carload Rail Freight Bill—A Further Analysis of Interstate Com 
merce Commission Statistics for Montana”, Montana Business Review, April 1958, p. 4.
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Arguments Presented By Those 
Favoring A Rate Reduction
Which interests favored a rate reduction 
and what were their arguments? Witnesses 
representing the Montana Board of Railroad 
Commissioners, the Montana Citizens Freight 
Rate Association, chambers of commerce, 
farmers, and various retail and supply or 
ganizations contended that class rates are 
higher in Mountain-Pacific Territory than 
in the area to the east, and that this consti 
tutes unjust discrimination. The statistics 
presented in Tables 2 and 3 were used in 
demonstration.
It was also stated by one witness that a 
study had shown that “Mountain-Pacific rail 
roads operate at a lesser cost than do the east-
sStatement of William H. Johnson, Manager, Mon 
tana Citizens Freight Rate Association, p. 5.
TABLE 2
COMPARISON OF CLASS 100 RAIL RATES TO 
BUTTE, MONTANA FROM VARIOUS POINTS, 
UNDER DOCKET 30416 SCALE AND 
PREDICATED ON DOCKET 28309 SCALE1
P ercen t
Short 30416
Line Class 100 Rates Scale
Rail 30416 28300 of 28300
From Mileage Scale- Scale3 Scale
A tlanta, Ga. 2109 $ 8.89 $ 7.94 112.0
Birm ingham , Ala. 1956 8.48 7.52 112.8
Boston, Mass. . 2333 9.55 8.56 111.6
Chicago, 111............. .... 1466 7.12 6.12 116.3
Cincinnati, Ohio . 1725 7.88 6.83 115.4
Cleveland, Ohio . 1789 8.09 7.04 114.9
Dallas, Texas ...... .... 1625 7 58 6.55 115.7
D enver, Colo........ 861 5.15 4.46 115.5
D etroit, Mich. 1670 7.74 6.68 115.9
K ansas City, Mo. .... 1251 6.47 5.58 115.9
M inneapolis, Minn. .... 1074 5.88 5.02 117.1
New Orleans, La. 2051 8.35 7 80 107.1
New York, N. Y. . .... 22S2 9.41 8.41 111.5
Philadelphia, Pa. .... 2268 9.41 8.44 111.5
P ittsburgh , Pa. .. 1898 8.45 7.31 115.6
St. Louis, Mo. .. 1522 7.23 6 27 115.3
•Source: Statement of H. C. Larson, Rate Expert, 
Board of Railroad Commissioners, State of Mon 
tana, Appendix 1.
-Present scale applicable to Mountain-Pacific Ter 
ritory, effective September 1, 1956.
•'•Predicated on scale applicable east of Montana- 
North Dakota boundary.
ern railroads in more heavily populated 
areas”*. Statistics showing the criteria used, 
carriers involved and degree of difference 
were not presented.
The particular emphasis of these witnesses 
was on the reduction of inbound rates (to the 
28300 level) for manufactured goods. They 
asserted that the economy as a whole would 
benefit. To some degree this is true. The 
reasoning is as follows: most manufactured 
and semi-processed goods imported into Mon 
tana are sold on an FOB Point of Origin 
basis; this means that Montanans are paying 
the transportation charges. The lower the 
transportation charge, the lower the total 
price. Thus, one would expect the prime re 
ceiver of the goods, the wholesaler or retailer, 
to favor lower rates. To what extent would 
the consumer benefit? This depends pri 
marily on the degree of competition. For 
some products a major share of the savings 
might be passed on to the consumer; for 
others, only a minor share. In some cases,
TABLE 3
COMPARISON OF CLASS 100 RAIL RATES, 







P ercen t 30416 
Scale of 
28300 Scale
1 0 0 ___ $ 1.84 $ 1.59 115.7
200 ___ 2.47 2.07 119.3
300 ....... 2.96 2.49 118.9
400 _ 3.37 2.87 117.4
500 . 3.79 3.22 117.7
600 ...... 4.20 3.55 118:3
700 . 4.63 3.90 118.7
800 ___ 5.02 4.25 118.1
900 ___ 5.41 4.53 119.4
1000 ....... 5.79 4.81 120.4
1500 ....... 7.63 6.20 123.1
2000 ___ 9.30 7.60 122.4
2500 _ 10.97 8.99 122.0
‘Source: Statement of H. C. Larson, Rate Expert,
Board of Railroad Commissioners, State of Montana, 
Appendix 2.
-Present scale applicable to Mountain-Pacific Ter 
ritory, effective September 1, 1956.
"’Scale applicable east of Montana-North Dakota 
boundary.
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because of the “pyramiding” often practiced 
by wholesalers and retailers, it is possible 
that the percentage decrease in the price of 
the goods to the consumer would be greater 
than the percentage decrease in the rate. And, 
because of the long hauls involved, even a 
small percentage decrease in the rate could 
result in a substantial absolute decrease. Man 
ufacturers importing raw materials (proba 
bly semi-processed) into the state on class 
rates would in many cases also stand to gain.
Arguments Presented By Those 
Opposed To A Rate Reduction
In view of these circumstances, what ob 
jections could Montanans have to a freight 
rate decrease? Some eight or nine witnesses 
made it clear that there were objections; that 
even though as consumers they might be 
better off, as producers they would be worse 
off. The interests represented consisted pri 
marily of manufacturing concerns, although 
Billings wholesale concerns also were in 
volved. In addition, of course, there was 
railroad representation.
Let us look at the railroads’ arguments first. 
They contended that lower class rates would 
result in lower revenues and that already 
they were not making an adequate return on 
investment. Figures for return on property 
used in transportation services for 1957 were 
presented as follows: Northern Pacific Rail 
way—2.42 percent, Great Northern—3.52, 
Burlington—2.87, Milwaukee—2.10 and Union 
Pacific—3.11. It was further stated that fol 
lowing the 1956 reduction in class rates, the 
carriers had experienced decreased revenues. 
Rebuttals to this argument centered around 
the relative prosperity of Montana’s rail car 
riers; the small proportion of total revenues 
attributable to class rates and the limited 
effect of changes therein on the carriers’ 
revenues; and the elasticity of demand for 
class-rated services. As regards the latter 
point, one witness conjectured that the re 
duction in rates might result in so much ad 
ditional traffic (in large part diverted from 
other modes of transportation) that the rail
carriers would make a net gain in revenues. 
Finally, there was some question as to 
whether the return on investment on all prop 
erty rather than just transportation property 
should not also be considered.
Another point on which emphasis was 
placed is that Montana’s transportation re 
quirements are dominantly for traffic ex 
ported to other states. In this regard the 
railroads’ witness commented as follows:
“Of those commodities which constitute 
the hulk of the outgoing traffic, the follow 
ing are of greatest importance:
Grain and Grain Products
C attle, Calves, Sheep  and Goats
Phosphate R ock and its  Products
Lum ber, Shingles and other Saw m ill Products
P etroleum  Fuel Oils and Asphalt
Chemicals
A lum inum  S m elter  Products  
Copper S m elter  Products  
Lead and Z inc S m elter  Products  
Ores and Concentrates 
Sugar
Since these basic extractive commodities 
cannot he consumed in Montana or in its 
vicinity, they must, and do, move in volume 
to the far distant populous centers of the 
nation where they are sold in competition 
largely with similar commodities produced 
in areas closer to the consuming centers. 
This distance factor and market competi 
tive situation makes necessary an extremely 
low depressed level of rates for the move 
ment of Montana’s heavy export traffic. If 
this low level of rates did not exist, Montana 
producers would not he able to sell their basic 
products, and producers, railroads and ser 
vice industries would suffer.
Since Montana’s outgoing traffic moves 
at a low level of rates, it is absolutely es 
sential that much of its small volume of im 
port traffic, which consists primarily of 
highly valued manufactured goods and mer 
chandise, bear relatively higher rates if ade 
quate and efficient service is to be provided 
for the preponderant outbound movement. 
In other words, the railroad’s over-all rate 
structure must be compensatory. What I 
have said with reference to Montana applies






Oct....... . .......  120.0 117.1
Nov. ..... 116.8 116.2
Dec........ - 113.8 114.6
1958
Jan. ......  109.2 115.4
Feb. ___  106.9 114.2
March ..... ___  107.1 113.8
April ....... 111.2 114.6
May __ -__  115.5 115.3
June _____ ....-  119.8 115.5
July ___  120.3 114.9
August .......... ......  121.3 115.1
September ___  120.6 115.7
October _____ ....... 118.8 115.8
November .... -  116.0* 115.3s
Lum ber & 
Tim ber Prod. 
Unadj. Adj.
P rim ary Metals 
& Other 
D urable Goods 
Mfg. 
Unadj. Adj.
143.6 133.7 107.4 109.8
134.5 131.7 105.6 105.9
127.3 130.6 101.8 101.6
110.9 120.2 105.6 106.1
105.4 118.4 103.7 103.3
103.6 121.2 103.7 104.4
109.1 130.2 103.7 -104.5
127.3 134.0 100.0 103.0
145.4 132.2 103.7 103.8
150.9 136.3 105.6 102.7
154.5 136.0 105.6 101.5
152.7 135.0 100.0 99.6
143.6** 133.7** 98.1 100.3








U nadj. Adj. u
113.7 100.0 96.0 98.4 1
109.6 102.6 95.0 94.3 1
101.4 99.3 95.0 91.9 i:
100.0 98.9 91.1 91.4 h
94.5 102.6 88.1 86.9 i
93.2 99.9 83.2 82.2 <«
93.2 98.0 87.1 87.1 l:
94.5 98.0 90.1 91.5 li
95.9 98.4 91.1 91.6 li
98.6 98.3 83.2 84.9 i t
100.0 99.2 86.1 86.0 18
101.4 99.9 87.1 87.2 18
112.3 ** 99.1** 87.1** 89.2** r«

















Electric Power Copper Zinc Crude Oil BankConsumption* Production5 Production ' Production0 Debits7unaaj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. A
175.2 173.8 46.3** 44.0** 83.6** 83.5 ** 305.7 330.5 190.4 16
180.5 169.3 55.6** 46.1** 82.8** 82.6 ** 305.7 311.3 182.8 16
183.2 172.8 46.8** 43.8** 82.4** 81.5 ** 312.1 301.8 187.3 18
203.5 196.6 154.7 151.7 64.2** 64.8 ** 302.5 299.5 178.3 18
204.6 197.1 133.1 125.0 71.2 68.3 299.3 292.0 154.8 17197.3 198.5 142.3 136.8 65.8** 63.9 ** 300.5 291.7 160.0 17
202.0 202.4 146.9 138.6 87.3** 81.6 ** 301.3 299.8 157.4 16
204.3 207.2 157.3 156.5 80.4 75.1 304.1 301.1 153.1 16
202.2 208.7 157.8 162.7 63.9 63.3 316.6 308.6 181.5 18
187.1 202.0 139.4 153.2 34.8** 36.3 ** 310.5 302.6 172.7 17
190.8 199.8 146.1** 158.8** 29.3** 33.7 ** 304.9 314.0 169.2 16
191.6 196.1 157.0** 168.8** 28.7** 30.5 ** 313.0 328.4 199.7 18
185.2 184.5 183.0 181.2 45.4 45.4 315.0 340.2 216.0 19







Computed from estimates of Unemployment Compensation Commission of Montana. Estimates include all full- a 
month.
-Unemployment Compensation Commission of Montana. Number of work applicants at end of month.
Computed from reports of Board of Railroad Commissioners of the State of Montana, comprising total carloadings 
Computed from kilowatt hour sales of Montana Power Company, Montana-Dakota Utilities Company, Pacific Po\* 
users for consumption within Montana, reduced to hourly average kilowatt hours per month.
^Computed from reports of U. S. Bureau of Mines. Daily average.
^Computed from reports of Oil and Gas Conservation Commission of Montana. Daily average.
from reports of Federal Reserve Bank of Minneapolis, based on data from banks in 16 Montana com:! 
Federal Home Loan Bank Board. Nonfarm mortgage recordings of $20,000 or less.
^Computed from reports of Federal Reserve Bank of Minneapolis, based on dollar sales of 80 to 89 department ar 
Prices received by Montana farmers and ranchers. U. S. Department of Agriculture, Agricultural Marketing Serv 
“ computed from reports of the Montana Department of Labor and Industry. 8
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& Utilities Trade G overnm ent
Applicants-*
(N um ber) Carloadings3
Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj. Unadj. Adj.
136.7 97.3 94.8 116.9 114.9 127.2 124.2 8,041 16,614 153.1 127.6 .....
1957 
________ Oct.
136.2 97.3 97.8 115.0 114.9 125.3 127.6 12,564 15,047 141.3 117.0 _________  Nov.
146.4 92.3 95.0 115.6 113.3 125.3 127.5 1 16,432 12,969 114.3 110.4 . _______  Dec.
153.6 89.1 93.7 108.0 114.0 122.6 126.0 21,533 12,193 104.9 117.9 ....
1958
Jan.
138.9 88.2 93.0 107.8 115.3 121.8 125.2 23,750 12,728 87.9 100.4 _________  Feb.
137.3 87.3 91.8 108.6 114.9 123.0 125.6 23,394 13,657 89.8 104.4 ..... ...........  March
134.9 87.3 89.6 111.9 115.0 125.3 126.3 19,579 16,221 95.7 108.4 .... ______  April
136.7 89.5 89.0 113.0 113.6 128.8 126.9 15,233 18,900 99.7 104.9 .....________ May
132.3 90.9 88.6 116.7- 112.8 132.3 127.0 16,832 23,640 110.4 114.4 ....________June
136.6 91.4 87.0 117.2 112.6 130.0 127.6 11,784 21,348 109.2 11 1 .6__ ________ July
141.4 89.5 84.4 118.0 112.5 129.2 128.2 8,772 22,903 132.0 123.4 __ _____  August
141.9 87.7 84.2 117.8 113.2 129.6 127.9 8,065 20,418 146.3 130.6 ........... September
150.2** 86.4** 84.2** 113.6 111.7 132.3** 129.2** 8,586 17,740 166.0 13 7 .8__ ........  October
159.8* 85.0* 85.4* 111.9* 111.8* 129.2* 131.6* ....  November
Nonfarm Mortgage Recordings (U nadj.)8
Savings Insur- 
& Loan ance Comm.









(May 1950=100)($1,000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. Adj. Unadj. Unadj. U nadj.
5,629 1,589 348 1,907 1,785 137.1 121.4 89.0 82.0 112 .4_____
1957
............................  Oct.
5,462 1,480 192 1,870 1,920 142.0 118.8 90.0 81.0 112.4 _____ ................ ...... ...... Nov.
5,616 1,767 443 1,915 1,491 205.8 120.3 92.0 82.0 114.1 ........ Dec.
4,797 1,399 179 1,753 1,466 76.0 120.6 95.0 81.0 114.0 ____
1958
............................ Jan.
4,497 1,595 210 1,628 1,064 76.8 120.0 97.0 82.0 113.0 ..... ......... ..................  Feb
4,423 1,556 222 1,565 1,080 95.6 125.0 103.0 85.0 113 .7 .......... ____________ March
5,023 1,708 109 1,836 1,370 114.0 119.0 103.0 85.0 115.2 ....___..... ........... ..........  April
5,945 2,340 259 1,913 1,433 119.6 124.6 105.0 82.0 114.6 .......... —....................... May
5,983 2,451 165 2,149 1,218 109.9 119.4 105.0 81.0 115.1 .........._____________  June
6,253 2,192 353 2,312 1,396 112.0 120.4 104.0 75.0 117.5 _____ ............................. July
5,737 2,373 249 1,752 1,363 141.8 131.8 104.0 72.0 116.7 _____ ------------------ August
6,100 2,131 244 2,473 1,252 133.5 122.5 110.0 73.0 117.0 .......... ......... ....... September













t-time wage and salary workers who worked or received pay during the pay period ending nearest the 15th of the
ight loaded at Montana points. Daily average.
i Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
es. Daily average.
aral stores in Montana. Daily average. 9
A djusted for seasonal variation: This m eans th a t in tra-annual repeti 
tive fluctuations in the business indicators occasioned by the effects of 
climate, custom and convention have been allowed for statistically. 
For a  m ore complete discussion see the Septem ber 1957 issue of M ontana 
Business Review.
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(Continued from Page 7)
with equal force to the entire Mountain- 
Pacific territory”a 
An emphasis of some of the Montana manu 
facturers was cn the need for the higher rate 
level to protect their markets. They con 
tended that if the rates were lowered, it 
would permit more distant producers to enter 
their markets with a resultant reduction in 
volume of business, and perhaps a cessation 
of operations. This, of course, would mean 
unemployment for the workers involved. 
This reasoning evidently stems from two 
factors: first, the belief that interstate rates 
would be lowered while intrastate rates 
stayed at the same level—of some signifi 
cance in a state the size of Montana; and
"Statement of Paul A. Walsh, General Freight Traf 
fic Manager, Northern Pacific Railway Company, 
cn behalf of Montana Railroads, pp. 5-6.
second, the belief that Montana producers 
have high costs relative to many out-of-state 
producers. And even if intrastate rates were 
lowered preportionately, the long distance 
shipper would gain an advantage since his 
absolute reduction would be greater. This 
is illustrated theoretically below (Chart 1).
Assume that the solid vertical bars repre 
sent the costs of production of Companies A 
(an out-of-state producer) and B (an in-state 
producer) up to the point of distribution of 
the finished product, and that curves ai, ao, 
bi and b<j represent the costs of transportation 
added to the costs of production under the 
original rate structure.10 With Company A 
having the lower costs, and because of the
'"Smooth lines are used for simplicity; it would be 
more accurate to use a series of steps because of 
the practice of the carriers of using mileage blocks 
to increase rates as distance increases.
CHART 1
CHANGES IN SIZE OF MARKET AREAS FOR MANUFACTURING PLANTS HAVING D I F F E R E N T  
COSTS OF PRODUCTION, RESULTING FROM VARIOUS TYPES OF RATE DECREASE
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tapering of the rates,11 a division of the mar 
ket area could result as follows: the area to 
the right of X and left of Y would be reserved 
to Company A and the area between X and 
Y to Company B. This means that B’s market 
area would be surrounded by A’s. (This could 
be demonstrated by adding a third dimension 
to the sketch.)12
If both interstate and intrastate rates were 
lowered equally percentagewise (see curves 
a'i, a 2, b'j and b'2) , as the result of the dif 
ferences in absolute decrease, the market area 
of Company A would be expanded at the ex 
pense of Company B. In this situation only 
the area between X' and Y' would be reserved 
to Company B. And if only the interstate 
rates were lowered, the loss of market area 
by Company B to Company A would be 
still greater; with the market area of the 
former limited to that between X" and Y".
Some manufacturers also feared that a 
change in the class rate structure would af 
fect unfavorably the commodity rate struc 
ture. Since their principal volume of busi 
ness is done on commodity rates, which are 
responsive to competitive conditions, they 
believed that the gains made by reason of 
lower class rates would, in their operations, 
be more than offset by the losses resulting 
from higher commodity rates. (It is noted 
that apparently the present commodity rate 
structure is satisfactory to most Montana or 
ganizations using commodity rates, although 
it was suggested that these too be lowered.) 
One witness commented as follows, “Down 
ward adjustments on rail rates applicable to 
traffic which is not subject to the stresses and 
strains of market competition to the extent
"Most freight rates are constructed on the tapering 
principle. This means that, although the total 
rate is greater for longer than shorter distances, the 
rate per unit cf distance decreases as the length of 
the continuous haul increases; for each additional 
unit of distance the increment added to the rate is 
less than that added for the preceding unit of dis 
tance.
'"Although the demonstration implies a sharp line of 
demarcation between the market areas, it must be 
remembered that in most cases, because of market 
overlap, a zone would separate the areas.
that other and perhaps more important Mon 
tana commodities are subjected, may result 
in the necessity for upward adjustments else 
where to the overall economic detriment of 
Montana.”™.
Are these interests justified in their fear? 
The railroad representative indicated that 
they were, stating that any reduction in 
revenues from class-rated traffic would have 
to be made up ultimately in the rates which 
the railroads charged on other traffic—spe 
cifically cited were long-haul agricultural 
commodities, forest products, minerals and 
smelter products exported by the state. On 
the other hand, Senator Magnuson said that 
the elimination of discrimination in class 
rates need not automatically result in in 
creases in commodity rates.
Billings wholesaling interests opposed the 
rate decrease on the grounds that it would 
cause a shift in the boundaries of distributing 
areas within the state, thus disturbing the 
existing balance. Such an eventuality is 
quite likely, since percentage changes in the 
rates could affect the inbound-outbound re 
lationship. This is illustrated theoretically 
below (Chart 2)14.
Assume that points A, B and C represent 
wholesaling centers located on the same rail 
line and receiving goods dominantly from a 
manufacturing center located out-of-state 
and to the east. Zone XY is A’s original mar 
ket (distributing) area, and Zone YZ is B’s. 
Points X, Y and Z are determined by the com 
bination of the carload rate into the whole 
saling point plus the less-carload rate to the 
consuming (retailing) points. For example, 
Y (value $2.50) is the point at which the car 
load interstate rate to A ($1.50) plus the for 
ward-haul, less-carload intrastate rate to 
points to the west ($1.00) exactly equals the 
carload interstate rate to B ($2.00) plus the
‘‘Statement of G. L. Swenson, General Traffic Man 
ager, Farmers Union Central Exchange, St. Paul, 
Minnesota, p. 6.
"The values shown are purely hypothetical; they are 




CHANGES IN LOCATION OF DISTRIBUTING AREAS FOR WHOLESALING CENTERS RESULTING
FROM DECREASING INTERSTATE CLASS RATES
Note: n ^ lw honel  r®Pre®ent .«>n<Htions under the original rate structure; dashed lines represent conditions 
under a modified rate structure. Encircled values represent total transportation costs at the bound 
ary between market areas; l e .  the point at which the carload interstate rate to the wholesaling
pvaptf t0 thf  pl* f t?e forward- haul. less-carload intrastate rate to retailing points westward 
exactly equals the carload interstate rate to the wholesaling center (to the west) plus the back- 
haul, less-carload intrastate rate to retailing points eastward.
back-haul, less-carload intrastate rate to 
points to the east ($0.50) ,15 
Theoretically, the boundaries would be 
curved lines, convex toward the point of 
origin of the shipments. This is true because 
for off-line points, as the result of tapering, 
the rates for additional units of distance 
would be less from the more distant (east 
ward) wholesaling centers, than from the less 
distant (westward) centers. It is also noted 
that the boundaries would tend to be ir 
regular in conformation and would tend to 
consist of a zone rather than a sharp line of 
demarcation. Other than these general ob 
servations, off-line points are not considered 
in this discussion. 1
1"It is assumed that the goods are not sold by the 
manufacturer under a form of freight absorption 
in which a uniform delivered price extends over 
the whole range of the market or over broad zones.
What happens if the interstate, carload 
class rates are reduced, say 20 percent, with 
out a corresponding change in the intrastate, 
less-carload rates? A shift eastward in boun 
daries results: X'Y' becomes A’s market area, 
and Y'Z' becomes B’s. The value at point Y' 
equals $2.15 ($1.20 +  0.95 =  $1.60 +  0.55) and 
that at point Z', $2.55 ($1.60 +  0.95 =  $2.00 +  
0.55). If the size and composition of the new 
area were exactly the same as the old there 
would be no change in the relative positions 
of the wholesaling centers, but if they dif 
fered, there would be a change. If B repre 
sents Billings (or some other wholesaling cen 
ter on the rail line), and the lost territory to 
the west were more desirable than the gained 
territory to the east, then she might lose even 
though her inbound transportation costs were 
lower. Of course, if the gained territory were
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more desirable, then the Billings wholesalers 
would be better off. This theory is tenable 
only if the major portion of inbound goods 
moves on class rates.
But suppose that the major portion of in 
bound goods moves on commodity rates 
(which apparently is the situation at Bil 
lings) , and that as the result of the reduction 
in class rates, the commodity rates were in 
creased. (It is assumed that “hold-downs” 
are not involved.)10 This introduces an al 
ternate theory, the application of which re 
sults in the conclusion that the boundaries 
would move westward rather than eastward. 
And if the territory gained were less desir 
able than that lost, those wholesalers would 
not only be paying higher inbound rates, 
which perhaps could not be passed on to the 
consumer, but would also be serving a less 
favorable market. On the other hand, it is 
possible that the higher inbound rates could 
be passed on to the consumer and that the 
territory gained would be more desirable 
than that lost; in which case the Billings 
wholesalers would be better off.
The situation is further complicated by the 
composition of the inbound traffic. This 
consists of various commodities moving from 
various points of origin, some on class rates 
and some on commodity rates, and via more 
than one mode of transportation. Also, in 
bound traffic moves not only from the east 
but also from the west. Further, whether 
an interstate class rate decrease would af 
fect interstate commodity rates (and intra 
state class rates) is not known. Thus it is 
not at all clear what the net effect would be 
on Billings and other wholesaling centers.
Another point made' by those opposed to a 
rate reduction was that since the traffic mov 
ing on class rates is highly valued, the trans 
portation charge is only a small percentage 
of the value of the merchandise; thus, this 
traffic can stand high rates, in contrast to the 
situation with commodity rates where the
’“Under a “hold-down”, the absolute amount of in 
crease is limited to a maximum figure; thus for 
long-hauls the percentage increase may be less 
than for short hauls.
transportation charge is a larger percentage. 
And further, they said, only a small amount 
of traffic moves under class rates anyway.
And finally, fear was expressed by one wit 
ness that from a class rate investigation 
would follow one of the overall rate structure 
to and from Montana and the Pacific North 
west, covering not only rail but also truck 
and water transportation. He commented as 
follows: “The ramifications of such an in 
vestigation are difficult to imagine. For the 
duration of an investigation hy the I.C.C. the 
carriers are reluctant to make adjustments 
to meet competitive situations. During this 
period it might be difficult, if not impossible 
to interest the railroads in rate adjustments, 
industry by industry, to meet competitive 
situations or to develop markets. This could 
be damaging to all industry.”17
* * *
Reviewing these arguments, one agrees 
with Senator Smather’s observation that 
there were “conflicts in viewpoints”. It is 
clear that any change in rates, up or down, 
sets into motion a series of forces, the rever 
berations of which are felt throughout the 
economy. And some areas and individuals 
while gaining in one way may lose in another. 
Short and long period (time) considerations 
are also involved. Obviously, it is not a case 
of black and white, but rather of shades of 
gray.
Assuming that the data available are ac 
curate, comprehensive and up-to-date and 
that is possible to predict with a reasonable 
degree of accuracy the results of a rate 
change, what course of action should a Sen 
ate committee, a regulatory commission, or 
a court take in arriving at an equitable de 
cision? One points here to the guidance con 
tained in the National Transportation Pol 
icy,18 in which it is declared to be the policy of 
the Congress “ . . to promote safe, adequate,
’’Statement of R. R. Veldman, Traffic Manager, J. 
Neils Lumber Company, Libby, p. 2.
"The National Transportation Policy was incorpor 
ated into the Interstate Commerce Act by the pro 
visions of the Transportation Act of 1940.
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economical, and efficient service and foster 
sound economic conditions in transportation 
and among the several carriers; to encourage 
the establishment and maintenance of reason 
able charges for transportation services, with 
out unjust discriminations, undue preferen 
ces or advantages . . . ” As regards conflict 
ing interests amongst producers and con 
sumers in a given region, the philosophy of 
“the greatest good for the greatest number” 
is likely to govern. To the Senate committee, 
the commission, or the court, falls the Her 
culean task of resolving the differences and 
satisfying the criteria. It seems improbable 
that any solution will completely satisfy 
everyone.
LOCAL BANK DEBITS 
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Montana 1958 Primary and General Elec 
tion Results and 1959 Federal, State and 
County Elected Officials, prepared coopera 
tively by the Bureau of Government Re 
search and the Bureau of Business and Eco 
nomic Research, Montana State University, 
Missoula, is off the press. It is intended to 
supplement Chapter 3, “Government,” in the 
1959-60 edition of The Montana Almanac, and 
An Atlas of Montana Politics Since 1864, by 
Ellis Waldron, Montana State University 
Press, 1958.
The 12 page publication presents the state 
totals for the primary election of June 3, 1958 
and the returns, by county, for the general 
election of November 4, 1958. Included are 
tabulations for U. S. senator and representa 
tives in Congress, state officers, referenda and 
constitutional amendment. Also furnished 
are the names of the various incumbent fed 
eral, state and county elected officials. 
Priced at 25c, the supplement may be ordered 
from the Montana State University Press, 
Missoula, Montana.
* * *
The 1959 edition of the Montana Trade 
Association Directory will be off the press 
in the near future. This publication contains 
the names, addresses and phone numbers of 
the presidents and secretary-managers of 59 
Montana trade associations. It will be avail 
able free upon request from the Bureau of 
Business and Economic Research.
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THE FINANCING OF SMALL BUSINESS IN M O N TA N A
EDWARD J. CHAMBERS 
Associate Director 
Bureau of Business and Economic Research 
Montana State University, Missoula 
and
SUMNER MARCUS 
Associate Professor of Business Administration 
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•  The only quantitative data we have on 
small business financing in Montana relate 
to the activities of commercial banks. In 
mid-1958 commercial and industrial loans 
outstanding at all Montana commercial 
banks amounted to $68.4 million, an increase 
of 56 percent over the volume at mid- 
1955. The evidence suggests that Montana’s 
commercial banks were a considerably more 
important source of funds for Montana small 
business than a mere projection of the na 
tional average experience would suggest.
•  Financing Small Business, a report re 
leased by the Board of Governors of the Fed 
eral Reserve System in April of 1958 des 
cribes the sources of short, intermediate, 
and long-term credit and equity capital 
available to small business on a national 
scale. The conclusions of this report are that 
short and perhaps intermediate-term credit 
are available to small business in sufficient 
quantity but a gap exists in the long-term 
credit and equity capital areas.
•  The Federal Reserve study does not at 
tempt to analyze the question of regional 
differences in credit availability. Unques 
tionably regional discrepancies exist, how 
ever, and it would therefore be unwise to 
apply the conclusions based upon national 
experience to conditions in Montana. In 
the absence of further research it would be 
unwise to assume that even short-term funds 
are available in adequate supply in Montana.
•  The small business legislation passed 
in August 1958 should reduce the financing 
problems of the small businessman. Thai 
portion relating to new financing arrange 
ments and their possible impact upon Mon 
tana’s business community is discussed in 
some detail. However, only after a period 
of operating experience will it be really 
possible to judge adequately the effective 
ness of these new developments.
Business in Montana is characterized by the 
predominance of small enterprises. The typ 
ical establishment falls well within almost 
any definition of small business that may be 
employed, with trade and service firms con 
stituting a relatively more important position 
in relation to other industry groupings than 
in the nation as a whole. Despite the import 
ance of small business to Montana’s economy 
a comprehensive picture is lacking of private 
sources of funds for small business financing 
and the cost of such funds. There is too 
little information about short, intermediate 
and long-term borrowings as well as about 
equity capital for small business.
The adequacy of small business financing 
has for many years been a matter of public 
concern, but interest in the subject was 
greatly stimulated by a report issued in April 
1958 by the Board of Governors of the Federal 
Reserve System entitled Financing Small 
Business, and by new legislation in the area 
of small business finance arising in part 
therefrom.1
1 Financing Small Business, Report to Committees 
on Banking and Currency and the Select Commit 
tees on Small Business, United States Congress by 
the Federal Reserve System, April 11, 1958. The 
principal legislation is the Small Business Invest 
ment Act of 1958, P.L. 85-699, 85th Congress, 2nd 
Session, approved August 21, 1958.
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The report provides a composite picture of 
the sources of credit and equity funds avail 
able to small enterprise. However, Financing 
Small Business summarizes conditions in the 
national credit and capital markets and 
does not p u r p o r t  to examine whether 
the pattern of availability of funds in all 
regions is the same as the national one. 
Since the economy of the Rocky Mountain 
states tends to differ from the national 
economy in many respects, it is reasonable to 
suppose that it differs also in regard to small 
business financing.
The purpose of this paper is: (a) to indi 
cate the state of present knowledge of small 
business financing in Montana; (b) to sum 
marize the main findings of Financing Small 
Business, findings which are of extraordinary 
interest to businessmen and to students of 
business finance; (c) to suggest why credit 
may be less available to the Montana small 
businessman than it is nationally; (d) to point 
out how the financing of small business in 
Montana may be affected by the new small 
business legislation which is in part the after- 
math of the Federal Reserve report.
Small Business Financing in Montana
There is very little quantitative evidence 
to indicate the relative importance of sources 
of credit to small business in Montana, or the 
adequacy of short, intermediate and long 
term funds for financing small enterprises. 
It is generally believed that a major source 
of short and intermediate-term funds is the 
commercial bank. Commercial banks are the 
dominant financial institutions in the state, 
and in many communities they are the only 
institutional source of funds. Even so, open 
book credit extended by large to small busi 
ness is probably a significant source of fi 
nancing in Montana, as it is nationally. It is 
not known, however, how its volume com 
pares with the business loans of the state’s 
commercial banking institutions. Sustained 
research will be necessary to determine 
the relative importance and prevalence 
of credit granted by commercial finance com 
panies and factors, the extent of mortgage
loans on commercial properties made by in 
surance companies, and the circumstances 
under which equity funds are invested in 
smaller enterprises.
The one source of funds for which there is 
quantitative data is the commercial bank. 
In Table I are the commercial and industrial 
loans outstanding; that is, the business loans 
of Montana commercial banks at June 23, 
1958. For comparative purposes the volume 
of similar loans outstanding three years 
earlier, on June 30, 1955, is indicated. During 
the three years, business loans rose by about 
$25 million, or by 56.3 percent. This was a 
sharper growth than experienced in similar 
loans by all insured commercial banks in the 
continental United States during the same 
time span. In the nation as a whole, com 
mercial and industrial loans increased by 
34.6 percent.
TABLE I
COMMERCIAL AND INDUSTRIAL LOANS 






S o u r c e :  Federal Deposit Insurance Corporation, 
Assets, Liabilities and Capital Accounts, Commercial 
and Mutual Savings Banks, Report No. 43, June 
30, 1955 and Report No. 49, June 23, 1958.
The reasons for the more rapid growth in 
Montana are difficult to rank in order of im 
portance. However, two factors can be noted. 
One is the shift in the composition of bank 
assets in Montana over the three years. Loans 
and discounts rose from 31.4 to 38.6 percent of 
earning assets and U. S. government obliga 
tions declined from 38.1 to 32.6 percent. These 
were relatively greater changes than were re 
corded nationally. Loans and discounts of 
banks in the United States accounted in mid- 
1958 for 44.6 percent of their assets and gov 
ernment obligations for 27.0 percent of them. 
Though the risk asset/deposit ratio of Mon 
tana banks increased sharply during the per-
4
iod, it was still below the national average. 
Another factor at work between 1955 and 
1958 was the change in the composition of 
bank deposits. The total deposits of Montana 
banks rose by about one-tenth but time de 
posits actually increased by two-thirds. De 
mand deposits during the same time declined 
by about 3 percent. Thus, at the same time 
that Montana banks were reducing their 
liquidity, their need for liquidity also became 
less.
Another important question bearing on 
business lending activities of Montana com 
mercial banks relates to the type of enterprise 
being financed. The best source of informa 
tion on this subject is the analysis of Mon 
tana bank business loans arising from the 
October 1955 Federal Reserve study of busi 
ness loans. This analysis was made by Dr. 
Raymond H. McEvoy of Montana State Uni 
versity and is found in The Bank Financing 
of Montana Business.1 The distribution of the 
amount of business loans by business of bor 
rower as of October 5, 1955 is found in 
Table II.
There are several interesting features in 
this table. One obvious fact is the vastly 
different structure of bank business loans 
in Montana compared with the nation as a 
whole. Loans to retailers, service establish 
ments (hotels, repair services, amusements, 
personal and domestic services, and medical, 
legal and other professional services) and con 
struction firms are much more important in 
Montana than nationally. On the other hand, 
loans to manufacturing and mining enter 
prises are relatively unimportant in the state.
Retail, service and construction enterprises 
together accounted for three-fifths of the dol 
lar amount of bank lending in Montana, and 
they are the industries in which small busi 
ness occupies a dominant position. The results 
stress the vital role which commercial banks 
play in small business financing in Montana.
The Federal Reserve conducted another na 
tionwide study of the business loans of com-
1 February 1957, Regional Study No. 7, Bureau of
Business and Economic Research, Montana State
University, Missoula.
TABLE II
PERCENTAGE DISTRIBUTION OF THE 
AMOUNT OF BUSINESS LOANS BY BUSINESS 
OF BORROWER, MEMBER BANKS IN THE 





All business __________________ 100.0% 100.0%
Manufacturing and mining, total 36.6 10.7
Food, liquor, and tobacco------ 6.0 2.2
Textiles, apparel, and leather 5.5 l
Metals and metal products .. 10.5 1.7
Petroleum, coal, chemicals and
rubber ........—- .................. ----- 8.6 2.2
O th e r --------------------- ------- 6.1 4.5
Trade, total .....  .........----- 18.8 38.1
Wholesale ........ 7.5 5.6
Retail _____________ 11.3 32.5
Other, total --------- —......- 44.6 51.2
Commodity dealers - ...... 2.4 1.7
Sales finance companies ------ 9.3 4.2
Transportation, communica 
tion, a n d  other public
u t i l i t i e s ------------------------- 9.4 5.3
Construction ---- ----- ----- -.......... 5.5 11.8
Real estate ....... .............. — 7.8 7.5
Service firms — .................. 5.8 18.3
Other nonfinancial 4.4 2.3
iLess than .05 percent.
Note: Details may not add to totals due to round 
ing. Dollar amounts represented by 100.0 percent 
in the two columns are as follows: United States, 
$30,820,000,000; Montana, $46,368,000.
Source: The Bank Financing of Montana Business, 
p. 5.
mercial banks in October 1957 in connection 
with the study of small business financing ex 
amined in the next section. The percentage 
distributions of the amount of business loans 
by business of the borrower show little 
change nationally in October of 1957 from 
what they were two years earlier. Since there 
was little change in the industrial structure 
of Montana’s economy between 1955 and 1957 
it is safe to assume that the distributions evi 
dent for the state in 1955 were also applicable 
in 1957 and at the present time.
Professor McLvoy’s study of 1955 business 
loans by Montana member banks brought to 
light two other facts bearing on small busi 
ness financing. One was that individual pro-
5
prietorships and partnerships accounted for 
three-fifths of the outstanding dollar volume 
of loans by Montana banks. This compared 
with a national figure and a Ninth Federal 
Reserve District (upper peninsula of Michi 
gan, northwestern Wisconsin, Minnesota, the 
Dakotas, and Montana) figure on loans out 
standing to unincorporated enterprises of but 
30 percent. This again emphasizes the im 
portance of Montana banks as a source of 
small business financing in the state.
Enterprises with total assets of less than 
$250,000 paid a higher interest rate on bank 
loans than did larger borrowers. Also, non 
corporate borrowers paid on the average an 
interest rate one percentage point higher 
than the rate paid by incorporated concerns. 
The higher interest cost for small firms and 
for noncorporate borrowers reflects higher 
costs of handling, investigating and supervis 
ing small loans and the greater risks of failure 
in small enterprises.
The Federal Reserve Report—  
Financing Small Business 
In The Nation
t Financing Small Business, hereafter called 
“the Report” provides the quantitative data 
concerning financing of small business on 
a national scale that is lacking in Montana. 
The Report is of unusual interest to the 
small businessman, to the student of finance, 
and to all concerned with the welfare of 
small business. This section summarizes the 
main findings of the Report.
The Report contains a great deal of infor 
mation concerning almost every aspect of 
the relationship between small business and 
the economy as well as the practices em 
ployed by small business firms in securing 
funds. The Report deals with such varied 
subjects as the extent to which receivables 
financing is practiced and the industries in 
which it most frequently occurs, the scope 
of trade credit and other business financing, 
the small business share of governmental 
military and non-military purchasing .and of 
the various industrial markets, the loan ex 
periences of development credit corporations, 
and the circumstances under which lending 
institutions require collateral or other se 
curity for the loans that they make. An ad 
ditional report is scheduled for early in 
1959 covering the results of interviews with 
small businessmen concerning their experi 
ences in obtaining credit and raising equity 
funds.
The information in the Report can best be 
classified according to practices followed in 
procuring short-term, intermediate-term and 
long-term credit and equity capital.
Short-Term Credit: In general the Report 
confirms the commonly held opinion that 
there is a reasonably adequate supply of 
short-term credit available to small business. 
The largest single source of credit available 
to small businessmen is open book trade 
credit extended by larger suppliers of inven 
tory. Trade credit—“receivables less pay 
ables”—extended by all non-financial corpor 
ations amounted to approximately $25 bil 
lion in late 1957 and it is commonly believed 
that most of this goes to small enterprises. 
The trade credit by no means completely 
meets the working capital needs of the small 
firm. In a sample of manufacturing, whole 
saling and retailing industries, there were a 
majority in which inventory turned over 
much less rapidly than accounts payable.
The second most important source of short 
term funds is the commercial bank. The 
Report estimates that in the fall of 1957 com 
mercial banks had outstanding between 1% 
and 2 million separate business loans. The 
vast majority were to small business firms. 
Dollar volume of loans to small business by 
member commercial banks amounted to $7 
billion, 17 percent of their total business loans. 
Approximately $5 billion of these had a ma 
turity of less than one year. The survey con 
firms the fact that the small businessman is 
the principal customer of the small bank, al 
though almost three-fifths of the dollar 
volume of loans outstanding were made by 
banks with total deposits of $100 million or 
more. It appears too, that the secured loan 
is the typical medium for making short-term
6
advances to small borrowers; this contrasts 
with the unsecured advance to the larger 
customer. The Report also confirms the con 
clusion that small business firms pay more 
for their money than larger ones.
For the first time this Report furnishes 
quantitative information about the avail 
ability of commercial bank credit to newly 
established small enterprises. In October 1957, 
member banks had outstanding 107,000 loans 
amounting to $2 billion to new small busi 
nesses formed in the preceding 24 months. 
New businesses paid on the average one-third 
of a percent more for accommodation than 
established enterprises of the same size, 
though security was more frequently re 
quired. About nine-tenths of the number of 
all the loans to newly formed businesses and 
just under one-third of the dollar amount in 
volved were to those with assets of less than 
$250,000. Loans of less than one year ma 
turity accounted for more than one-half of 
the new loans.
The Report contains the first full scale sur 
vey of the operations of factors and commer 
cial finance corporations. These institutions 
appear to be increasing in importance as a 
source of short-term credit for small business. 
But though their operations have expanded 
considerably in recent years, it is significant 
that they currently appear to be directly 
financing fewer than 20,000 firms and these 
have average total assets of between $350,000 
and $650,000. Factoring continues to concen 
trate its operations in the textile industry in 
spite of branching out to other areas of busi 
ness, for example, furniture, shoes, lumber 
and metal products.
Intermediate-Term Credit: The predomi 
nant source of intermediate-term credit for 
the small businessman is the commercial 
bank. In October 1957 loans to businesses 
with assets of less than $250,000 by member 
commercial banks approximated $1.4 billion 
in maturities of one to five years and $1.3 
billion of over five years. Almost three- 
fourths of the volume within the one to five 
year range, and nearly every loan of over five 
years was secured. Interest charges on one
to five year loans to small businesses aver 
aged about 8 percent, or almost double those 
of similar size to larger firms. Rates on busi 
ness loans of more than five years were lower 
than in the one to five year range mainly be 
cause most of the former were secured by 
real estate. In the over five year maturity 
range there was still, however, a differential 
of from 1 to IV2 percent between the small 
and the large borrower.
The Report tells us for the first time the 
circumstances under which commercial banks 
provide intermediate-term credit for the 
newly established small business. In the au 
tumn of 1957 member bank term loans to 
new businesses with less than $250,000 in as 
sets amounted to more than $300 million. 
Security was required on a considerably 
higher proportion of these loans than of those 
made to established businesses of similar size.
Intermediate-term credit is available to 
small business through suppliers and com 
mercial finance companies, but in a limited 
way and only in selected industries. The 
more important types of products covered 
by equipment financing through commercial 
finance companies are heavy construction 
equipment, machine tools, and to a some 
what lesser extent, dry cleaning, dental and 
surgical, printing equipment, woodworking 
machinery, commercial refrigeration, pack 
aging machinery, textile machinery and dairy 
and baking equipment. Commercial finance 
companies and factors provide equipment 
financing by purchasing instalment sales con 
tracts either from the seller or by lending 
directly to the purchaser. Their outstandings 
amounted to about $750 million late in 1957. 
The typical charges are high; the median rate 
in 1956 amounted to 13 V2 percent and loans 
were usually made only for general purpose 
equipment having a broad resale market. 
Median maturity is about two years.
Some financial subsidiaries of manufac 
turers will supply longer term credit as well 
as open book credit to customers, but the Re 
port makes clear that these arrangements are 
most developed in industries where exclusive
(Continued on Page 10)
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Dec. Z1 _7........ I f f !  W1.7 105.6 105.9 109.6 102.6 95.0 94.3 1<
1958   " ' 114-6 127-3 130-6 1018 101.6 101.4 99.3 95.6 91.9 11
Jan. ------------------  109.2 115.4 110.9 120.2 105.6 106.1 100.0 98.9 91.1 91 4 1(
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lu g u s t ------  l l l l  IS i 9|  136-3 105-6 102-7 98.6 98.3 83 2 84 9 16
September ■ 1 1  |  l i l  | | :  I 6I  101-5 100-0 9 9 . 2  86.i 86.o |
October ... n s 's  1158 l l l l  i f f  1 | -? | § i §  101-4 99-9 87.1 87.2 181
November 1 1 5 3 ** \ u 6** S K  1 1 #  g f  10° #  112-3 99-1 87.1 89.2 17
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Feb. I  - --------- 203.5 196.6 154.7 151.7 64.2 64.8 302.5 299.5 178.3 181
March ........ - ............... 1.97 3 198 5 f i l l  f i | f  I1-2 68-3 299-3 292-0 154.8 17(
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------- ---------  Adj.—Adjusted for seasonal variation.
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36.2 97.3 97.8 115.0 114.9 125.3 127.6
46.4 92.3 95.0 115.6 113.3 125.3 127.5 •
53.6 89.1 93.7 108.0 114.0 122.6 126.0
38.9 88.2 93.0 107.8 115.3 121.8 125.2
37.3 87.3 91.8 108.6 114.9 123.0 125.6
34.9 87.3 89.6 111.9 115.0 125.3 126.3
36.7 89.5 89.0 113.0 113.6 128.8 126.9
32.3 90.9 88.6 116.7 112.8 132.3 127.0
36.6 91.4 87.0 117.2 112.6 130.0 127.6
41.4 89.5 84.4 118.0 112.5 129.2 128.2
41.9 87.7 84.2 117.8 113.2 129.6 127.9
.50.2 86.4 84.2 113.6 111.7 132.3 129.2
.51.9** 86.4** 86.8** 111.1** 111.0** 130.0** 132.4*
.45.1* 85.0* 87.4* 113.6* 111.4* 128.8* 131.0*












$1,000) ($1,000) ($1,000) ($1,000) ($1,000) Unadj. A O J .
5,462 1,480 192 1,870 1,920 142.0 118.8
5,616 1,767 443 1,915 1,491 205.8 120.3
1,797 1,399 179 1,753 1,466 76.0 120.6
1,497 1,595 210 1,628 1,064 76.8 120.0
4,423 1,556 222 1,565 1,080 95.6 125.0
5,023 1,708 109 1,836 1,370 114.0 119.0
5,945 2,340 259 1 9̂13 1,433 119.6 124.6
5,983 2,451 165 2,149 1,218 109.9 119.4
6,253 2,192 353 2,312 1,396 112.0 120.4
5,737 2,373 249 1,752 1,363 141.8 131.8
6,100 2,131 244 2,473 1,252 133.5 122.5
5,939 2,283 439 2,081 1,136 139.8 123.7
150.9 126.1
* — Preliminary ♦ * — Revised




Unadj. Adj. Unadj. Adj. 1957
12,564 15,047 141.3 117.0 ____ _____ Nov.
16,432 12,969 114.3 110.4 ____ _____Dec.
1958
21,533 12,193 104.9 1 1 7 .9 ____ ______Jan.
23,750 12,728 87.9 100.4 .... . ____ Feb.
23,394 13,657 89.8 104.4 ...... March
19,579 16,221 95.7 108.4 ____ _April
15,233 18,900 99.7 104.9 ____ _____ May
16,832 23,640 110.4 1 1 4 .4 ____ ___ June
11,784 21,348 109.2 11 1 .6____ ___ July
8,772 22,903 132.0 12 3 .4____ ___ August
8,065 20,418 146.3 13 0 .6____ _ September
8,586 17,740 166.0 13 7 .8____ October










Unadj. Unadj. Unadj. 1957
90.0 81.0 112.4 ... ______  Nov.
92.0 82.0 114.1 ... ..,._ ______ Dec.
95.0 81.0 114.0 ...
1958
Jan.
97.0 82.0 113.0 ... -- ----- __ Feb
103.0 85.0 113.7 ... ■ __ — _ March
103.0 85.0 115.2 .. ___  April
105.0 82.0 114.6 - ..... . May
105.0 81.0 115.1 . ____June
104.0 75.0 117.5 ... ............  July
104.0 72.0 116.7 - ____ ____ ____ August
110.0 73.0 117.0 ... September
110.0 74.0 117.0 - ___  October
108.0 74.0 116.6 .. . , _________ _ _ _ _ _ _ _ .... November
108.0 75.0 113.6 - December
during the pay period ending nearest the 15th of the
ght loaded at Montana points. Daily average. # . , ,
. Light Company, Bonneville Power Administration, and the Bureau of Reclamation to commercial and industrial
es. Daily average.
A djusted for seasonal variation: This m eans th a t in tra-annual repeti 
tive fluctuations in  the business indicators occasioned by th e  effects of 
climate, custom and convention have been allowed for statistically . 
For a  m ore complete discussion see the  Septem ber 1957 issue of M ontana 
Business Review.
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eral stores in Montana. Daily average.
(Continued from Page 7) 
dealer arrangements exist between large 
manufacturers and relatively small distri 
butors, most notably in the case of petroleum 
refining and automobiles.
Long-Term Credit: In the area of long 
term debt the Report shows that the life in 
surance company is virtually the sole source 
of funds for small business. Financing is done 
almost entirely through real estate mort 
gages. Significantly a special survey made by 
the life insurance association for the Report 
showed that less than 15 percent of all mort 
gage loans disbursed to business and 
industry during the period 1953-1956 went to 
finance firms with assets of less than $250,000. 
Practically no insurance company invest 
ments in business and industrial bonds have 
gone to small business. The business loans of 
insurance companies typically have mat- 
urities ranging up to 30 years with 15 to 25 
years being the most usual. The interest 
charges of life insurance companies for small 
business borrowers are higher than for larger 
borrowers, but where credit is available the 
differential is not as great as that existing in 
the short and intermediate-term credit 
markets. There is no question that the pro 
ceeds of some residential mortgage loans are 
applied to small business operations but the 
relative importance and the amount of this 
source of funds are not known.
Since the life insurance company is the sole 
source of long-term debt funds for small busi 
nesses the net long-term credit extended by 
them to small enterprises represents the total 
available to small business firms. This was 
estimated in 1956 as between $100 and $200 
million. This figure compares with total life 
insurance loans and investments in excess of 
$5 billion in the same year.
Equity Financing: Financing Small Busi 
ness includes a survey based on interviews 
with investors in equities. The survey pro 
vides some indication of the terms and con 
ditions under which the small business firm 
may attract outside venture capital by direct 
negotiation when its owners are willing to 
share control. The conclusion, based on ad 
mittedly incomplete information, is that out 
side equity capital is normally invested only 
in small firms in promising growth areas and 
then on stiff terms. Those interested in sup 
plying equity capital to small business seek 
out “special situations,” that is, risky business 
ventures with a high profit potential. Thus, 
outside equity investment in many areas 
dominated by small enterprises is automati 
cally excluded. So far as the public sale of 
equities goes, the study confirms the virtual 
impossibility of this avenue of financing. 
The expense to the small business is prohibi 
tive and investment bankers, even those 
specializing in small issues, are reluctant to 
consider flotations of less than a million 
dollars. -
Conclusions of The Report and 
Their Application to Montana 
The official conclusion of the Report as 
stated by Chairman Martin of the Board of 
Governors is “that there is a gap in the ex 
isting structure of financing institutions 
which lies in the longer term debt and equity 
capital areas.”1 Mr. Martin concluded that 
“with respect to short-term credit, the evi 
dence indicates that there is a large volume 
of such credit available to small business in 
a variety of forms from a number of sources,” 
and that “in recent years commercial banks 
as well as finance companies, have developed 
further a variety of lending techniques and 
arrangements to increase the volume of in 
termediate-term funds available to small 
business.”1 2 The inference to be drawn is that 
there is no problem in the area of short-term 
credit, and that recognized present limita 
tions in the existing supply of intermediate- 
term credit are being removed by new 
methods of financing that are evolving.
One may ask whether the official conclu 
sions of the Report are applicable to the con 
ditions under which small business is
1 Financing' Small Business, Hearings Before a 
Subcommittee of the Committee on Banking and 
Currency, U. S. Senate, 85th Congress, 2nd Session 
(1958), p. 54.
2Ibid, pp. 50, 51.
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financed in Montana. It is probable that the 
official conclusions are not applicable to areas 
such as Montana which are located on the 
periphery of financial markets.
Although the Report does not consider what 
can be termed geographical gaps in available 
credit for small business, it contains informa 
tion which infers that such gaps exist. For 
example, let us consider the role of the com 
mercial bank. It is the dominant, and some 
times the only, financial institution catering 
to business credit needs in rural areas. In 
Montana, as in other predominately rural 
areas, the commercial bank is small (de 
posits less than $20 million) or medium-seized 
(deposits less than $50 million). The Report 
tells us that bank policy rather than the ap 
plicant’s inadequacy plays a considerably 
more important role in accounting for loan 
rejections by small than by large banks. Of 
the small banks surveyed some 25 percent in 
dicated as reasons for loan rejections “line of 
business not handled by the bank,” 21 percent 
indicated “loan portfolio for the type of loan 
requested already full,” and 32 percent in 
dicated “loan too large for the bank’s legal 
loan limit.” In every instance the per 
centages are significantly higher than for 
larger banks.1
Small and medium sized banks cannot cope 
readily with loans that do not fall into the 
usual pattern. We have seen that over three- 
fifths of the dollar amount of business loans 
by Montana banks go to trade, service and 
construction enterprises and that there is a 
much smaller proportion of loans to manufac 
turing and mining enterprises than in the na 
tion and the Ninth Federal Reserve Dis 
trict. Small banks cannot afford specialized 
loan officers to handle industrial financing. 
It is difficult for a manufacturing enterprise 
to obtain credit from a local banking insti 
tution whose officers are unfamiliar with the 
production techniques, the product, and the 
marketing problems of the applicant. The 
officers are naturally unwilling to commit 
depositors’ funds to a business venture that 
appears risky and which requires continuing
JThe Report, pps. 414-418.
supervision of the borrower when the bank is 
not in a position to perform such services.
Manufacturing enterprises in Montana are 
also handicapped by the legal loan limits of 
banks. National banks are legally limited to 
10 percent of their capital and surplus, while 
state chartered banks may lend any one 
borrower up to 20 percent of this amount.
Commercial finance companies and factors 
are for the most part located in a few large 
cities, and their costs of operation, including 
the need for regular inspection of their cli 
ents’ books, tend to keep their activities in 
the areas adjacent to these large cities. 
Under these circumstances, one cannot 
assume that even short-term funds are 
available in adequate supply in Montana.
The New Small Business Legislation
In August the Congress enacted and the 
President signed the Small Business Invest 
ment Act of 1958. The Act is designed to 
facilitate the flow of long-term debt and ex 
ternal equity capital to small business ven 
tures, and gives some promise of alleviating 
the geographical credit gap as well as the gap 
in intermediate, and long-term funds for small 
business. In this legislation the federal gov 
ernment is empowered to lend money 
through a newly established division of the 
Small Business Administration to existing 
state and local development credit corpora 
tions and to a brand new institution, the 
small business investment company.
The Small Business Administration was 
created by the Small Business Act of 1953 to 
provide secured short- and intermediate-term 
funds to small business firms. Loans are 
made via immediate or deferred participa 
tions with commercial banks, or directly. To 
date the application of funds in all loans ap 
proved by the SBA has been approximately 
as follows: 2/5 for working capital, 1/4 for 
plant construction and expansion, 1/4 f o r  
consolidation of existing obligations, and 1/10 
for equipment. In July 1958 the Small Busi 
ness Administration was made a permanent 
federal agency and the maximum direct loan 
it could make to any enterprise was raised to
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$350,000. At the same time the maximum 
interest rate that SBA may charge for most 
loans was reduced from 6 percent to 5Y2 
percent. No change was made in the maxi 
mum loan maturity of 10 years, subject to 
extension. The requirement was also con 
tinued that no direct loans are to be made 
unless the financial assistance is “not other 
wise available on reasonable terms” and un 
less the loans are “of such sound value or 
so secured as reasonably to assure re 
payment.”
Under the Small Business Investment Act 
of 1958 public monies are made available 
to provide long-term loans and equity capital 
for enterprises through Small Business Ad 
ministration loans to development credit cor 
porations and investment companies. The 
Act imposes limitations on the dealings be 
tween the Small Business Administration on 
the one hand and the small business invest 
ment companies and development credit cor 
porations on the other. The SBA may provide 
half of the initial capital of an investment 
company up to a maximum of $150,000. It may 
lend additional amounts provided that they 
are not in excess of half the paid-in capital 
and surplus of the company. In its dealings 
with development corporations the SBA may 
not lend an amount in excess of the total bor 
rowed by a corporation from all other sources. 
In addition to the limitations to dealings 
by SBA with individual companies there is an 
aggregate limitation of $250 million upon the 
authority of SBA to provide long-term funds 
and a limitation of $50 million in the first year 
of the program’s operation.
The small business investment companies 
which will receive federal money to provide 
equity capital for long-term loans to small 
enterprises are new financial institutions. 
They may be organized under local law where 
such organization is permitted but must be 
licensed by the SBA in order to receive the 
benefits of the Small Business Investment 
Act. Licenses are not easy to obtain under 
the regulations issued by the Small Business 
Administration in December 1958. Among 
other things, a small business investment
company must justify its establishment to 
SBA by submitting its proposed operating 
plans and policies. It must convince SBA that 
there is a need for financing the small busi 
ness concerns of the type proposed to be as 
sisted by the company in the area where it 
plans to operate. The company must have at 
least $300,000 in order to be issued a license. 
The extent to which these companies are 
formed and the amount of interest displayed 
in them by commercial banks, other financial 
institutions and individual investors, will be 
watched with a great deal of interest. Under 
the Small Business Investment Act national 
banks are permitted to hold stock in such 
companies up to 1 percent of their capital and 
surplus. .
It is too early to say, of course, what the 
overall policy of small business investment 
companies will be. The law allows them con 
siderable latitude in their operations. They 
may provide equity capital (through converti 
ble debentures) to small business concerns 
or loan money for periods of up to 20 years. 
The only restriction upon the minimum term 
of loans is that they be for at least 5 years. 
Since SBA proposes to charge small business 
investment companies 5 percent interest on 
loans to them, it will be necessary for a small 
business investment company to receive a 
fairly high return on its own investments. On 
its own loans to small firms, a small business 
investment company may not charge a rate 
of interest in excess of that permitted by local 
law. It is reasonable to suppose that small 
business investment companies will farm 
out their funds where they are likely 
to be the most profitable. This might 
suggest the making of loans with maturities 
closer to 5 years than to 20 with the 
consequence that these companies might tend 
to work the same ground as that covered by 
the SBA and development credit corporations 
(even before the passage of the Small Busi 
ness Investment Act). On the other hand, 
more favorable tax treatment of investments 
in small business by recently enacted legis 
lation may, along with the prospects of 
greater returns when the investment is suc-
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cessful, divert small business investment 
companies into the longer-term field. Only 
time will tell what the tendency will be.
The second source of funds to small firms 
under the new program is the development 
credit corporation. In the past ten years 
there has been considerable activity of state 
development credit corporations. The first 
of these was established in 1949 in Maine and 
today seven of them are in actual operation; 
these are in Maine, Massachusetts, New 
Hampshire, Connecticut, Rhode Island, New 
York and California. Development credit 
corporations are organized on a state-wide 
basis and consist of two classes of members: 
stockholder members and nonstockholder 
members. Stockholder members are in 
dividuals or non-financial corporations pur 
chasing capital stock in the corporation. Non 
stockholder members consist of financial in 
stitutions, primarily commercial banks, 
which agree as a condition of membership 
to lend on call up to a given percentage of 
their capital and unimpaired surplus. In no 
state does this percentage of capital and sur 
plus exceed 3 percent.
Commercial bankers and representatives 
of other traditional financial institutions feel 
that development credit corporations fill a 
financial gap in states where they are oper 
ating. They point to the void in the area of 
long and intermediate-term credit for small 
sized business enterprises. Term loans, of 
course, are available from commercial banks 
and life insurance companies, but not in suf 
ficient quantities to meet the needs of enter 
prises unable to present higher quality earn 
ings statements and balance sheets and for 
those operating an insufficient p e r i o d  
of time to establish an earnings record. 
Development credit corporations have also 
been viewed as filling a gap between 
the total requirements of an enterprise 
for funds and the amount which can be 
raised through equity financing and first 
mortgage mo n e y .  Commercial bankers 
in New England have pointed out also that 
such state-wide corporations may be viewed 
as a legal device for supplying risk capital.
Thus, a commercial bank called upon to lend 
up to 2 or 3 percent of its capital and surplus 
finds this a relatively small amount and one 
unlikely to impair the liquidity position of the 
bank.
A number of studies have been made of the 
operations and achievements of develop 
ment credit corporations, particularly of those 
in New England. These state credit corpora 
tions have confined most of their lending to 
periods of less than ten years and the average 
maturity of their loans is quite similar to 
that of direct loans made by the Small Busi 
ness Administration under the Small Business 
Act. The development credit corporations to 
date have been engaged mainly in providing 
intermediate-term credit to small business 
firms in circumstances where the commercial 
banking system would not accommodate such 
firms and where the basic objectives of the 
corporations, including industrial develop 
ment and diversification through manufac 
turing, could be achieved by granting such 
loans. To a certain extent this preference 
for shorter term investment is due to a wish 
to turn over more quickly their- limited 
funds. Under the Small Business Investment 
Act the Small Business Administration is em 
powered to make loans to development credit 
corporations up to an amount equal to the 
total borrowed from all other sources. The 
availability of a new source of funds to in 
vest does not necessarily insure an increase 
in the average maturity of loans granted, 
however, for there is nothing in the Act to 
require a change in their lending policies. 
Funds borrowed by these corporations from 
the SBA may be used for loans of 5 years or 
more or for investment in the equities of
small firms.
There is a special provision in the new law 
for making funds up to $250,000 available to 
local development companies for the fin 
ancing of land and facilities when “such loans 
will assist an identifiable small-business con 
cern in accomplishing a sound business pur 
pose.” A sound business purpose does not 
ordinarily include relocation of an existing 
plant or an expansion not justified by the
13
firm’s management ability or past experience. 
As in the case of direct loans by SBA to busi 
ness firms, the firm to be benefited must 
show that it cannot obtain the loan elsewhere; 
it must pay 5l/2 percent interest; and the loan 
must not have a maturity of more than 10 
years.
There has been as yet no experience with 
the small business investment company in 
Montana since the SBA issued regulations 
for its creation and licensing only in Decem 
ber 1958. There has been some interest in 
the formation of a development credit cor 
poration in the state. In the 1957 session of 
the Montana Legislature a bill was introduced 
to establish a state-wide development credit 
corporation. This bill passed the House but 
was not favorably received by the Senate 
Committee on Banking.
Interest, however, continues and it is clear 
that such a corporation could effectively mo 
bilize available funds in the state and provide 
an additional source of financing for small en 
terprises. If the experience of the seven 
states where development credit corporations 
operate repeats itself, such a corporation in 
Montana would orient its operations not 
towards small business generally but rather 
to specific types of small enterprises, parti 
cularly those engaged in manufacturing.1
Conclusion
This paper has summarized available in 
formation regarding the sources and relative 
importance of funds for small business in 
Montana. Certainly our knowledge is in 
complete in this important area of small busi 
ness operation. The results of the recent na 
tional survey of small business financing un 
dertaken by the Board of Governors of the 
Federal Reserve System have been very 
briefly indicated and some reasons suggested 
why these results are probably not entirely 
applicable to the Montana economy. Finally, 
the new small business legislation has been 
outlined.
It is apparent that there is a need for fur 
ther research into available sources of short, 
intermediate and long-term funds for small 
business in Montana. A major consequence 
of the present concern with small business 
finance has been an increase in the activities 
of the SBA and the creation and expansion 
of new financial institutions — the small busi 
ness investment company and the develop 
ment credit corporation. These are more 
likely to be oriented toward the economies 
of regions and individual states. As such, 
they may help fill the geographical gaps that 
have been noted. If the new legislation is to 
achieve maximum effectiveness, it clearly 
follows that much more knowledge of re 
gional differences in sources of funds and 
financing practices is required.
JIf legislation in Montana were enacted to permit 
establishment of a state-wide development credit 
corporation and if under the law commercial banks 
who became nonstockholder members were al 
lowed to lend up to a maximum of 3 percent of 
their capital and unimpaired surplus, a credit pool 
of approximately $1.5 million would be available 
to the corporation. This assumes that all banks 
in the state applied for membership and is based 
upon their total capital and unimpaired surplus as 
of June 30, 1958.
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LOCAL BANK DEBITS
(1947-1949 =  100)
Billings B utte Glendive G reat FaUs Kalispell M alta Miles City Missoula
U nadj. A dj. U nadj. Adj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. A dj. U nadj. Adj
1957
Nov. _ 221.0 193.7 137.0 134.7
Dec. — 217.5 207.3 149.0 141.8
1958 
Jan . — 207.4 209.7 135.7 139.2
Feb. _ 185.7 203.8 133.4 145.2
March 199.8 225.5 133.5 130.4
April 19S.0 205.0 126.0 126.5
May — 181.3 194.1 120.0 130.7
June  _ 207.0 219.0 146.1 135.5
Ju ly  .... 209.0 213.9 128.3 129.5
Aug. — 208.8 204.8 121.1 120.5
Sept. .. 240.8 227.6 144.9 149.2
Oct........ 266.3 232.6 151.9 142.4
Nov. .. 251.3 220.2 139.0 136.7
Dec........ 264.7 252.3 152.1 144.7
265.0 213.7 150.0 145.2 178.7 168.1
232.6 206.2 155.4 160.0 188.8 184.0
242.6 247.8 163.0 153.3 166.1 170.9
203.3 231.5 135.6 145.8 145.1 164.1
209.4 226.1 129.7 142.0 130.1 150.4
212.5 220.9 136.2 140.4 123.4 137.7
189.2 213.3 132.0 148.5 146.4 148.2
205.0 217.4 161.4 167.6 165.6 162.0
195.6 215.6 153.8 155.8 170.3 151.5
187.2 195.2 154.2 156.7 180.6 177.8
197.4 193.7 198.7 177.1 173.6 155.7
281.3 241.0 202.0 170.8 172.2 164.3
257.9 208.0 181.4 175.6 170.1 160.0
238.0 211.0 187.6 193.2 169.0 164.7
Adj.—-Adjusted fo r seasonal variation
173.7 134.2 187.7 150.2 197.7 189.5
171.7 144.6 158.8 139.7 233.3 228.5
145.6 144.6 139.7 144.0 197.8 202.2
125.0 153.6 109.5 130.2 162.3 177.0
116.0 138.4 112.5 131.4 195.0 217.1
119.2 123.4 119.5 136.1 187.7 190.4
125.8 137.3 117.3 141.3 180.7 188.8
156.5 164.6 130.3 147.7 229.2 221.0
120.4 138.2 113.3 123.3 204.6 198.4
119.7 133.6 115.0 119.3 207.7 206.5
172.3 170.2 158.7 148.3 228.4 218.4
212.8 167.6 218.5 156.2 223.9 207.9
180.2 139.2 209.2 167.4 197.2 189.1
182.0 153.3 173.8 152.8 223.8 219.2
Computed from  reports of Federal Reserve B ank of M inneapolis. Daily average.

